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TO THE DIRECTORS 

OF THE 

Gentlemen: 

By Resolution of the Board, of the thirty- 
first of January last, the Mathematician was given 
leave of absence fbr a visit to England, and was 
requested to examine, on behalf of the Company, 
into the subject of Life Insurance there, the 
condition and experience of the Companies, and 
collect such information and materials and 
purchase such books on life insurance for the 
Company as he might be able. 

In pursuance of such permission and request, I 
sailed from New York on the seventh of April, and 
returned — after some detention by an accident 
on the voyage — on the twenty-sixth of July — ^too 
late by a few days to be present in that month at 
the meeting of the Board. By the invitation of 
the President, I am happy to avail myself of the 
earliest opportunity now aflforded, to say some- 
thing of my trip, and particularly of the matters 
mentioned in the resolution. 

Soon after getting to London, I became 
acquainted with several leading Actuaries, and 
began the collection of information and materials 
for future study of life insurance, as practiced by 
the numerous Companies of Great Britain. The 
work of doing this has been much facilitated by 
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the passage through parliament of the Life 
Insurance Companies' Act of 1870. By that Act, 
a governmental supervision of Companies was 
established, resembling that existing in many of 
the States of our Union, though much less minute 
and exacting. The returns or exhibits required 
by it, are made to the Board of Trade, a bureau or 
a department of the government, having varied 
and important functions, whose offices are in the 
Somerset House, in the Strand. The insurance 
returns are required only from Companies doing 
life business, either singly or together with fire 
and marine. Unlike the laws of our States, Com- 
panies there transacting fire and marine insur- 
ance, make no returns. Every Life Insurance 
Company within the United Kingdom of England, 
Ireland and Scotland, is required at the expiration 
of each of its financial yedrs, to return separate 
statements of its Revenue Account for such year, 
and also of its balance sheet at the close of such 
year, according to certain prescribed forms called 
Schedules first and second. The importance 
attached to the exhibits made by these Schedules, 
and the extent to which they are made use of there 
in judging of the condition of a Company, will 
justify me, I think, in laying them before you. 
For this purpose, I have selected those of the 
Scottish Widows' Fund and Life Assurance 
Society, the largest and one of the best of Life 
Companies in Great Britain. They show the 
forms prescribed by the Act, and at the same time 
the actual business of that Company as returned 
by it in 1876. 
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Every Company which concurrently with the 
granting of policies of insurance or annuities on 
life, transacts any other kinds of insurance or 
business besides life insurance, is required, at the 
end of each financial year, to return separate 
statements of its Revenue Account and its balance 
sheet, showing each kind of business by itself, as 
for example: fire, life or marine insurance, in 
certain prescribed forms called Schedules third 
and fourth. In character and form they are 
closely like Schedules first and second. 

Every Company is required, once in five years 
if established after the passing of the Act, and 
once every ten years if established before the pass- 
ing of the Act, or at such shorter intervals as may 
be prescribed by the instrument constituting the 
Company, or by its regulations or by-laws, to 
cause an investigation to be made into its financial 
condition by an Actuary, and to cause an abstract 
of the report of such Actuary to be made in the 
form prescribed in a Schedule numbered fifth. In 
the latter exhibit, are contained the number of pol- 
icies, amounts insured by them, the principles and 
modes of their valuation, the table of mortality 
used, rate of interest assumed, total profit made 
by the Company, amount of dividends paid, with 
the number and amount of the policies which 
participated, and specimens of bonuses allotted 
to policies for given sums effected at various ages 
and in force for diflferent lengths of time. 

A sixth and last statement or Schedule is 
required to be made within nine months after the 
last preceding or fifth one, showing the Company's 
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tables of premiums, and various particulars 
respecting the amounts insured with and without 
profits, total premiums receivable annually for 
each year of life, the annuities, average rate of 
interest on invested fund, a table of minimum 
values, if any allowed for the surrender of policies, 
the method pursued in calculating such values, 
with instances of its application to policies of 
various kinds and ages. 

It is apparent how very much more detailed, 
thorough and laborious are the returns yearly 
made by American life insurance companies to 
the various state departments, than are those of 
the foregoing Schedules. Nothing for example 
is required in the annual statements there to show 
the amount insured, the number of outstanding 
policies, or the policy reserve fund. The Assur- 
ance Fund named among the liabilities in the 
balance sheet, is not what we mean by the reserve 
fund, or policy indebtedness for the outstanding 
risks, but is the balance of the account; so that 
these two yearly statements would be totally 
insufficient by themselves to show whether the 
Company was solvent or not. Schedule fifth 
would do this, but this Schedule is not required 
except at periods of ten years as to old Companies, 
and five years as to new, unless the Companies 
choose to make them oftener. In none of the 
returns is to be found the amount of the new 
business, or in other words, the number of policies 
issued each year. It will be seen, therefore, that 
the Companies of Great Britain cannot be known 
in the details or even in some of the most impor- 
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tant features of their business, with nearly the 
exactness and completeness with which the Insur- 
ance Departments of this country inform us of 
Companies here. 

It is a matter of surprise that no official returns 
have been required by law until a date so recent. 
It is also surprising that they should now be made 
in so imperfect a way. A general and approxi- 
mate idea of the condition of a Company seems to 
be thought sufficient. I have often seen quoted 
in English publications the remark of Mr. 
Gladstone in parliament upon this point. "You 
know/^ he said, "a good deal about the position of 
an Assurance Society when you get three things: 
first of all, its date; secondly, its income from 
premiums; and thirdly, its accumulations. From 
the relation of these three, one to another, you 
know pretty clearly the state of the Society." In 
this country, the returns required yearly super- 
sede all such conjectural or approximate esti- 
mates, showiijg as they do clear and definite 
results. Some of the Actuaries whom I met, — 
most intelligent and able men too — expressed 
surprise when I told them of the annual valua- 
tions and full exhibits in all respects made by 
Companies here. Without further dwelling on 
the English Act, which to experts, or lawyers, or 
insurance men generally, is one of instruction and 
interest, I will refer to a single provision which 
distinguishes it in principle and utility from the 
insurance laws of this country, and that is the 
power given to the Courts to reduce contracts. 
Where a Company has been proved to be insol- 
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vent, the Court may, if it thinks fit, reduce the 
amounts of the contracts upon such terms and 
subject to such conditions as may be deemed just, 
instead of making a winding up order. Thus, for 
example, where a (Company's reserve fund has 
become impaired by losses from bad investments 
or other causes, to the extent say of one-half its 
amount, it would be competent, in the United 
Kingdom, instead of putting the Company into 
the hands of a Receiver, and bringing its affairs 
to a close, to have all the policies correspondingly 
reduced in their amounts, and by so doing put the 
Company on a solvent and prosperous basis. This 
process the Courts there can direct and enforce 
whether the policy holders consent to it or not. 
But not so in the States of our Union. No legis- 
lature has power to pass such a law to operate on 
policies previously issued, because the Constitu- 
tion of the United States expressly prohibits every 
State from passing any law impairing the obliga- 
tion of contracts; and to compel one who had 
agreed to pay a specified sum at specified times, 
in consideration of a specified sum to be paid at 
his death or the maturity of the policy, to pay a 
different sum or have a different sum paid him, 
would be to impair the contract he had entered 
into. This is a difficulty which prevents in our 
States what in some recent instances would have 
been a desirable course. By the consent of all 
the policy holders any adjustment whatever may 
be made, but such universal concurrence is a very 
difficult if not impracticable thing to secure. 
Among a large number some would pretty surely 
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be troublesome. In the United Kingdom no such 
restriction on legislation exists. Parliament is 
not bound by a written constitution. In a legal 
sense it is said to be omnipotent. I will be 
pardoned for saying in this connection, that 
Englishmen like to point to this diflference as 
showing the superior nature of their government; 
more flexible and plastic they say, and better 
fitted to deal with the advancing and complex 
phases of society and business than is ours. I 
heard this point made against us and compla- 
cently dwelt on by Sir William E. Foster — a 
member of Mr. Gladstone's late cabinet — in a 
debate in the House of Commons on the Irish 
Home Rule Bill, to which I listened with unflag- 
ging interest, from a little after four in the after- 
noon, till two o'clock the next morning, a period 
of nearly ten hours excepting a short recess in the 
evening. Englishmen, he said, were accustomed 
to boast that Parliament could do anything but 
make a man a woman; but if they should adopt a 
written instead of their unwritten Constitution, 
that boast would be the merest empty word. They 
did not like to put a dry piece of parchment in 
place of their historic Constitution, which was the 
growth of centuries, and had not yet ceased to 
grow. One of the greatest difficulties in the 
United States, he said, was the difficulty of 
making any necessary change. He believed the 
recent civil war in this country might have been 
avoided if there had been greater elasticity in our 
governmental powers. When it is considered how 
unthought of, when our Federal Constitution was 
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framed, were the present prevalence and import- 
ance of life insurance contracts, and how vastly 
more advantageous to all parties concerned would 
be the reduction of the policy contracts to their 
total termination, and the breaking up of the 
Company, it is not perhaps strange that the 
inability of legislatures to furnish such relief 
should seem a signal instance of the inconvenien- 
ces resulting from new conditions of things which 
written limited powers are unable to meet. 

The Board of Trade is required to lay annually 
before Parliament the statements and abstracts 
of reports returned under the Act during the 
preceding year. They are then printed by Govern- 
ment and constitute the Blue Book which has 
become so interesting a publication to the insur- 
ance circles of Great Britain. That of 1877 is of 
four-hundred quite finely printed pages, and con- 
tains statements according to the before men- 
tioned Schedules, from one hundred and twenty- 
three Companies. It was printed and published 
while I was staying in London. I bought one of 
the earliest copies issued, at Hansards, in Great 
Queen Street, near Lincoln's Inn Fields. I also pur- 
chased for the Company and had bound in neat 
style, a full set of these Blue Books from their 
beginning in 1871. They are of interest and value, 
and can be consulted by the Company's officers 
with profit — especially by the members of the 
mathematical department. In this connection I 
will complete what I have to say of other pur- 
chases for the Company, which so far as works on 
insurance are concerned were necessarily of a lim- 
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ited extent. The old and standard works on the 
subject have been in our library for years — works 
showing the history of life insurance both in a 
practical and scientific form — its growth mathe- 
matically from the original rude tables of pre- 
miums, to the perfected ones now used. The pam- 
phlet and book publications which I purchased, 
relate to the mortality experience of Companies, to 
the law of insurance expressed in parlimentary 
acts, judicial decisions and text books, also tabu- 
lated statements and charts. I collected a large 
number of prospectuses and reports issued by the 
Companies, respectively, containing their tables of 
premiums and setting forth their various plans 
and methods of business, very much in our Ameri- 
can style. The latter class of pamphlets and 
materials I obtained either directly from the Com- 
panies or through the kindness of the Actuaries 
who collected them for me. The number of insur- 
ance journals and periodical papers there, is con- 
siderable, though as far as I could judge from my 
reading of them, and still more from what I heard 
of them from insurance men, they are mostly of 
a superficial and ephemeral description. As to 
miscellaneous books, the stores, or as they are 
called in London the shops, where they are sold, 
are numerous and extensive. Rare and curious 
books abound in these places, but after frequent- 
ing them a good deal I was satisfied that in 
similar places in New York, with which I 
have long been familiar, old, rare and valuable 
books, imported by branches of English houses, 
can be had about as easily and nearly as cheaply 
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as in London. Of course there are exceptions. I 
purchased a moderate quantity of miscellaneous 
books — among them a handsome set of the 
very excellent Encyclopedia Britannica of the 
eighth edition — all at low rates. Though pur- 
chased with the expectation of keeping them 
myself, they were submitted to the (Company's 
action, and such of them have been added to the 
library as the Secretary chose. 

The number of Companies shown by the Blue 
Book of 1877 is one hundred and twenty-three. 
Four of these are American Companies, viz: The 
New York Life, The Equitable, the Continental 
and the North America. Some figures, showing 
in a general way the English Companies compared 
with the American, may not be destitute of inter- 
est. The report of the New York Commissioner in 
1877 shows the number of Companies doing bus- 
iness in that State to be thirty-eight. There are 
some United States Companies not doing business 
there, but the number is small, and for this com- 
parison may be disregarded. Total amount insur- 
ed' by British Companies, approximately, is in 
round numbers, £400,000,000, or two thousand 
million dollars. Total amount insured by Amer- 
ican Companies, is in round numbers, two hundred 
and fifty millions of dollars less. Total assets of 
British Companies in round numbers, five hundred 
million dollars. Of American Companies one 
hundred million less. The total number* of poli- 
cies of Companies doing business in New York 
State is 706,179. It is a noticeable fact that the 
total number of policies of British Companies does 
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not appear from their yearly returns. If the aver- 
age amount of each policy should be assumed there 
to be the same as with us, the total of policies 
there would exceed that in this country by 60,000; 
but I think the average is higher with them than 
with us. The Actuary of the North British and 
Mercantile, one of the largest and best Companies, 
.told me that the amount insured by their policies 
was not limited, and in some instances with that 
CJompany and others reached an amount several 
times larger than the maximum sum taken on one 
life by any Company here; but that their practice 
was to reinsure in other Companies, limiting at 
seventy-five hundred pounds sterling, the risk 
which they carried alone. I heard similar state- 
ments from other Actuaries. The number of poli- 
cies of the Mutual Benefit — i3,000 — when men- 
tioned in this connection, was thought by them 
unusually large. When it is remembered how 
much older and more numerous the British Com- 
panies are than the American, it is worthy of 
notice how nearly the latter approach the former 
in amount at risk and in amount of gross assets. 
The average age of British Companies is forty- 
three years — more I believe than the age of the 
oldest Company here. With them as with us, the 
time for starting new Companies has passed. The 
Act of 1870 above spoken of, requires a new Com- 
pany before beginning business, to deposit twenty 
thousand pounds with the Accountant General of 
the Court of Chancery, to be invested by him in 
securities under the direction of the Court. This 
requirement I was informed and saw stated. in 
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print, would have prevented the formation of new 
Companies, even if it had not become the general 
belief that no room was left for them in the insur- 
ance field. 

The oldest British Life Insurance Company — 
The London Assurance Corporation — has been 
doing business for one hundred and fifty-six years, 
having been established in 1721. It is also one 
of the highest character and standing, though not 
one of the largest as to assets or business. Like 
many other Companies, it combines fire and ma- 
rine with life insurance. Its total assets about 
three millions sterling. It has a high repute for 
careful and successful management. Its office is 
in the Royal Exchange Building, in the heart of 
the city, where many other Life Companies have 
their headquarters. The Actuary — Mr. Arthur H. 
Bailey — is known as one of the ablest of his pro- 
fession, a cultivated scholar as well as an eminent 
expert. He has written considerably on Life Insur- 
ance, and written well. He was among those 
whose acquaintance I first formed, and it was my 
pleasure to go several times to his room, where 
I had much talk with him of the business and the 
Companies in his country and my own. No man 
that I saw seemed to me to combine more admir- 
ably high scientific attainments, with strong prac- 
tical sense, and power of dispatching business. 
He seemed always to welcome my visits, and 
immediately upon reading my letter of introduc- 
tion from Mr. Sheppard Homans — who, by several 
such letters, gave me most useful and acceptable 
aid — entered at once with cordial animation into 
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the topics I started. It may not be amiss to give 
some details. In regard to risks selected upon 
medical examinations, he thought their value 
much overrated; that such examinations could not 
of course be dispensed with where risks could not 
be taken in masses or groups, but if so taken that 
their results would not differ much from those 
taken in the customary way. Pointing to the 
stream of men upon the sidewalk, he said it would 
be about as well to take them all in together as 
to take the mass of lives selected under medical 
supervision; that his Company^s medical examin- 
ers did not determine what applications should be 
accepted or rejected, but were expected to give 
the facts as they found them of the applicant's 
state, whereupon he decided for himself. It is 
to be remembered that in British Companies the 
Actuary is not unfrequently a chief executive 
manager as well as the calculating expert; per- 
forming important duties which in general among 
American Companies are the duties of the Presi- 
dent. From the reports and publications of Brit- 
ish Companies, it will be seen that their Presi- 
dents are not unfrequently men of distinction or 
title, who give to the office comparatively little of 
their labor or time. The actuaries whom I saw 
had more of the executive business to manage 
than is customary here; hence their more marked 
appearance as men of affairs rather than exclu- 
sively of study or the desk. Mr. Bailey said that 
sometimes where the risk was regarded as inferior 
they made additions to the tabular rates — which 
was the only thing from him that seemed to me of 
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doubtful discretion. He would not discriminate 
on account of any special conditions of the appli- 
cant's state, between granting an endowment and 
an ordinary policy for life. He would not insure 
at all if unwilling to insure for the full term of life. 
I spoke of the uncertainty or unascertained facts 
respecting the continuance of lives in the older 
ages, and pressed the notion which I have long 
favored, and which was first urged by Mr. Wright, 
that insurance should not extend beyond the age 
of seventy or at most seventy-five, for the reason 
that as. a rule the working time, the producing 
power was then over, and the insurable interest 
had ceased, and that all policies should be payable 
then without waiting for death. He said he had 
not much considered this, and seemed struck with 
the force of it, though good humoredly reminding 
me that there was a difference in respect to vigor 
in old age between Americans and Englishmen. To 
which my answer was, that admitting it to be so, 
it would bear upon the age at which the limit 
should be set, and would not dispense with any 
limit whatever. I submitted to him some very 
discriminating queries from our own medical 
department, which it was thought might find some 
answer in the mortality experience as investigated 
by English actuaries or physicians. He said he 
thought no recorded experience would throw 
light on such queries; that their Scotch brethern 
were more inclined than they were to nice refine- 
ments about the conditions of longevity and 
health, a remark which was afterwards confirmed 
by my own observation. I have nowhere seen 
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more thorough and analytical dealing with mor- 
tality experience than that made by Mr, Meikle, 
the distinguished Actuary of the Scottish Provi- 
dent Company. His published volume on this sub- 
ject is among those which I purchased for this 
Company. Mr. Bailey said that he invariably 
refused to insure where both the parents of the 
applicant had died of pulmonary consumption; 
where one only had died the rule of exclusion was 
not enforced. He gave me several printed disserta- 
tions on the medical side of insurance, but evi- 
dently put no high estimate on their utility. In 
different conversations with him — ^as also with 
other actuaries and insurance men — ^there were 
discussed the matter of expenses of business, of 
the proper limit to which efforts for new business 
should be pushed — of agencies and commissions — 
of purchasing surrendered policies, and indeed of 
the insurance questions generally which engage 
attention on this side of the Atlantic. He and 
others expressed regret that the Institute of Actu- 
aries had held its last meeting for the season; a 
regret in which I shared, as I should otherwise 
have seen that profession in London as a body, and 
on its bookish or scientific side. The Journal of this 
Institute is a periodical of celebrity and of many 
years' existence. A full set is in our Company's 
library, and some of the gentlemen with whom I 
talked often are among its ablest contributors. 
No reader of it can fail to be struck with the inge- 
nuity and refinements of its discussions; the 
elaboration with which the mathematics and 
curious points of insurance are examined. Being 
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aware of this, I was the more impressed when 
meeting the gentlemen spoken of, by the absence 
of theoretical views, and the marked character of 
their robust, practical sense. It occurred to me 
to be the genuine and favorable exhibit of English 
mind, and suggested the different exhibit I have 
read of as afforded by one of the greatest of the 
French, the mathematician Laplace, little inferior 
in repute intellectually to Newton, himself; but 
unlike Newton in capacity for administration, and 
of whom when appointed by the first Napoleon a 
head of a government bureau, the great Captain 
complained in disgust that he carried into every- 
thing the spirit of the infinitesimal calculus. 
Nothing of this spirit seemed to me to exist 
among the ingenious and actuarial mathemati- 
cians of whom I am speaking. I took with me 
copies of the President's last annual report — of 
our mortality experience, and of the Mathemati- 
cian's report, the latter showing in tabular forms 
the details of the business and of our policy valu- 
ations. Surprise was expressed by some to whom 
I gave copies, that the Company's affairs were 
brought every year to this full exhibition. It 
surprised me still more that such was not the prac- 
tice there; many of them as I have before indi- 
cated making valuations only at the expiration of 
periods of years. The magnitude of our Company's 
business also arrested their attention, equalling 
as it does that of the largest in Great Britain, viz: 
"The Scottish Widows' Fund," a Company in 
Edinburgh, whose noble building is on St. 
Andrews' Square: a Company founded in 1815, 
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with present assets of about thirty-three millions 
of dollars. With some of the numerous gentle- 
men whom I met I shall hope to maintain a con- 
tinued acquaintance. With all of them my inter- 
course was most pleasing as well as instructive. 

Besides the London Assurance Corporation, 
there were founded in the last century the Royal 
Exchange, in 1721, and the Equitable, in 1762. 
The latter had assets at one time of fourteen mil- 
lions sterling, and a surplus of nearly four mil- 
lions. Of late years it has greatly lessened in 
dimensions — its assets being now £4,095,092 — 
about twenty and one-half millions of dollars. It 
still has a great reputation for strength. It has 
a large and imposing building nearly opposite the 
Lord Mayor's mansion, in the square near the 
Bank and Exchange. It seeks no business by 
agents or solicitors, and pays no commissions. 
Those who wish policies in it must apply for them. 
Another Company, the Metropolitan, founded in 
1835, also pays no commission for business. Its 
assets are between seven and eight millions of 
dollars. In respect to the necessity of employing 
agents and of paying commissions, I heard but 
one opinion expressed among those with whom I 
talked. All agreed that both were requisite, but 
all agreed that it was the prime difficulty of man- 
agement to keep them regulated and moderate. 
The diversity of practice among Companies there 
is greater in these matters, I think, than it is 
among Companies here. The average rate of 
expenses to premium income is said there to be 
about 16 per cent. I obtained from Mr. Bailey, 
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particulars respecting nearly fifty Companies as 
to rate of expenses and rate of profit or dividends 
to the assured. The lowest rate of expenses was 
2.2, and the highest 37.9. The lowest rate of divi- 
dends was 2.3, and the highest 62.8. The latter 
high rate of dividend belongs to the London Life 
Association, established in 1806, whose assets are 
£3,361,542; a signal instance to prove that the 
quality of a Company and the measure of its suc- 
cess are not to be found in its size. The rate of 
expenses of this Company were at the same time 
3.4 per cent. I was not a little surprised to find 
the high dividends which some of these Companies 
paid, and in view of the fact that rate of interest 
on investments is lower with them than with us — 
5 per cent, being deemed excellent — and in view 
also of the fact that their premiums do not differ 
much from our own, was compelled to admit that 
/ in many cases their management had no cause to 
/ fear comparisons so far as concerned economy and 
[ cheap insurance to their members. To show how 
^ premiums charged there compare with our own, 
I have made up a table showing for eight different 
ages from 25 to 60, inclusive, the annual life rates 
of 14 different Companies, those charged by the 
Mutual Benefit being in the first column, and the 
English Companies following. It is as follows: 
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The comparison of expenses and dividends of 
British Companies with those of America, seems 
to me to be one from which much good might be 
drawn, and my purpose is to pursue it more 
closely. As intimated above, the details fur- 
nished to the Board of Trade are not so minute 
as our departments require, and it is not so easy to 
deduce facts and conclusions on some points as it 
f. would otherwise be. It is true, I think, that com- 
I parative and invidious statements between rival 
v^Companies there are not so much made as with 
us — or perhaps I should say as they have been. 
f A more moderate and less feverish state of bus- 
l iness seemed to mark the English Companies. I 
/ should say that there was much less of unpleasant 
\ competition or contention. Relative magnitudes of 
/business did not seem among the gentlemen with 
/ whom I was conversant, to be much regarded as 
\ proof of success. That the first consideration in 
Mutual Companies must be the interests of the 
assured, and that therefore the true test of success 
should be the pecuniary advantage derive4 by the 
assured from the Company — were the ideas I 
heard insisted on as axioms. I was glad to say 
that in the Mutual Benefit they were also regarded 
as sound and evident principles. The large expen- 
ses and commissions of some of their Companies, 
show however that what is known to be best is not 
always carried into practice. I found some nat- 
ural reluctance to speak freely of the practice of 
/ their Companies in regard to commissions. A 
great diversity exists. Fifty per cent, was said 
v^ sometimes, though exceptionally, to be given for 
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/ new business. Mr. Cockburn, of the North British 
I and Mercantile, told me that they never gave 
\ more than 10 per cent, for the first premium, and 5 
/ per cent, for renewals; that those figures included 
absolutely all, directly or indirectly, that they 
\ ever allowed. This Company is one of the largest 
— having fine oflBces both in London and Edin- 
burgh — at which latter place I called and became 
acquainted with Mr. Chisholm, an elderly Scotch- 
man, well known as the author of commutation 
tables, at one time much in vogue. 

I was desirous to see and know something of the 
situation there of the American Companies, two 
of which, the New York Life and the Equitable 
have good locations; the first in Cheapside, and 
the second on the corner of Princess Street near 
the Bank. Judge Bandolph, of the Equitable, had 
given me a letter to Mr. Munkittrech, the Manager 
of the Equitable, and I was several times at his 
rooms, receiving always the most cordial atten- 
tion, and in some instances useful suggestions. At 
my arrival, the investigation of the New York 
Companies, and especially of the Equitable, had 
excited comment in England, and especially 
among the Equitable Policy holders, whose 
uneasiness Mr. Munkittrech did not hesitate to tell 
me had given him anxious concern. He expressed 
himself greatly relieved and reinforced by the 
report sent over to him as the result of the investi- 
gation. He was in doubt as to putting it in the 
newspapers or in circulars, but decided, wisely 
as I thought, for the latter; and he afterwards 
said that the circulars had done good, and that 
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some new policies for large sums had been taken 
from him. I ought to say that he seemed to be a 
decidedly capable manager — ^a very energetic, 
courteous man. He receives applications, sends 
them to New York, and delivers the policies when 
forwarded. Such policies are not kept as a sep- 
arate class, but are entered in due course and by 
\ numbers in the books at New York. I noticed an 
agency or sub-office of the same CJompany in Glas- 
gow. He told me that he had a considerable num- 
ber of policies for £10,000 each. I was not sur- 
, prised to find that the English insurance men did 
, not speak with much favor of the American 
Branch offices. They said their business was 
quite limited, they thought, and that the great 
distance of the Home offices, the length of time 
required for the settlement of business, and the 
defective confidence arising from want of personal 
> acquaintance, were disadvantages which — not- 
. withstanding the higher rate of interest in Amer- 
ica — must prevent a large growth. 

The union of Fire or Marine with Life Insurance 
distinguishes English Companies in many instan- 
ces from ours. One of the dangers attending it 
is recognized in the Act of 1870. Provision is 
made in that Act for the keeping by every Com- 
pany thereafter established of separate accounts 
and separate funds, so that the life insurance fund 
shall not be liable for any contracts of the Com- 
pany for which it would not have been liable had 
the business of the Company been only that of life 
assurance. This separation of liabilities does not 
generally exist in Companies previously estab- 
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lished, and is an obvious objection. The Compa- 
nies there are differently constituted in a legal 
sense from our own. They are sometimes formed 
under deed of settlements in pursuance of general 
laws; they are often proprietary or stock Compa- 
nies, though many are purely mutual. Sometimes, 
as in the case of the Liverpool, London and Globe 
Company, doing fire and life business, the pro- 
\ prietors or stockholders are personally liable for 
\^ all the debts of the Company. It is not what is 
there called a "limited Company." The London 
Manager, in several conversations I had with him, 
told me that their principal stockholders were 
men of great wealth, and that occasionally, as in 
the case of the Chicago and St. John^s fires, sus- 
tained heavy personal losses. They gave much 
close attention to the management of the business. 
With this Company the life business is rather sub- 
ordinate to the fire. The taking out of a fire 
policy is made the occasion of issuing a life 
policy. Both Mr. Hendricks of the Globe, and Mr. 
Bailey, were of the opinion, which they said was 
shared by judicious men generally, that there was 
not the field for life assurance that managers and 
writers of popular essays are apt to suppose. 
Quite to the contrary of this, however, was what 
I heard from Mr. Harben, the remarkable man- 
ager of the Prudential, upon whom I called with- 
out letters of introduction, and was cordially re- 
ceived at the Company^s office at Ludgate Hill. A 
more striking embodiment of executive energy 
and enterprise could scarcely be imagined. He 
may be said to be famous among insurance men 
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in Great Britain. No amount of organizing, super- 
intending and working would be thought from 
seeing him too much for his powers; and this is 
what I was told of him by others. He thought the 
Companies were generally managed with what 
he called old foggy conservatism; that their bus- 
iness should be immensely increased, and that the 
field of insurance had only been entered. His 
Company however is so special and peculiar in its 
work, and so widely distinguished from ordinary 
insurance of life, that I did not attach to what he 
said on the latter subject as much importance as 
I otherwise would. I frequently heard it said 
that no other man but Mr. Harben could have 
made the Prudential what it is. Its policies are 
issued to the poor for small sums, with small 
weekly payments, a penny or so every week, and 
are intended to defray expenses of burial. The 
surprising extent to which the business has 
grown, and the great number of policies issued and 
paid, show how powerful and universal is the 
dread felt by the English poor of being buried or 
having their children buried as paupers. Mr. 
Harben told me that they were issuing 30,000 
policies a week; that their agents numbered 6,000, 
and that their policies were over two millions in 
number. Each policy is for a small sum, averag- 
ing less than eight pounds each, and in multitudes 
of individual cases much less. Of course no 
examinations are had, everything is done immedi- 
ately, and questions are hardly asked. When death 
occurs, the agent in the neighborhood looks at the 
body, sends word to the Company, and a cheque 
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is remitted. The provision for the burial is avail- 
able at once. Of course great looseness as to law 
points must necessarily be allowed, but in point 
of fact no points are raised. The amounts insured 
are too small for dispute, and promptness is indis- 
pensable. Mr. Harben took me through the Com- 
pany's extensive building. Large numbers are 
employed, and the perfection of order and mastery 
of details is a thing on which visitors cannot fail 
to remark. Every policy account is kept as strictly 
as if the amount were a hundred times larger. 

I noticed with interest the locations and build- 
ings of the Companies both in London, Edinburgh 
and Glasgow. I think they compare favorably 
with those in this country, though none are so 
large or expensive as those of the Mutual Life 
and the Equitable in New York. Their buildings 
are generally large and of good exterior appear- 
ance. As a general thing they have in the inside 
an appearance to the visitor of quiet which is not 
observable in the offices in New York. The clerks 
and writers are there less generally seen in the 
rooms which the visitor enters. An exception to 
this, however, is the case of the Liverpool, London 
and Globe office, on the projecting point of Corn- 
hill and Lombardy Streets. The first floor entered 
from the sidewalk is filled with desks and with 
clerks. To see the Actuary, one is taken up a wind- 
ing staircase looking down on the office below, to 
the secluded apartments above where the Man- 
agers and Officers have rooms. The most hand- 
some and imposing of the office buildings seemed 
to me those of Edinburgh and Glasgow. They 
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were double in structure, having rooms on both 
sides of wide halls; the quietness and neatness of 
the apartments, together with the solid style in 
which everything, even to the furniture, seemed 
made, give an impression of stability and strength. 
I inquired in London as to the cost or value of 
their Companies' office, land and buildings. Mr. 
Hendricks told me that the land and building of 
their office, which from the measurement I made 
by pacing, contained an area of about twenty-five 
hundred square feet, would sell then at the greatly 
depressed prices now ruling for over £100,000. 
Others told me that land in all that portion of the 
city near the Exchange and Bank where many 
Companies are located, was ordinarily held at 
seventy-flve to ninety pounds sterling per square 
foot. 

Without giving further details, to which in 
truth it would not be easy to set limits, I will say, 
in conclusion, that my examination of life insur- 
ance, also the acquaintances I made there, the 
information and materials I brought back for fu- 
ture study and use, were quite equal to the expec- . 
tations I had formed. I trust they may be also 
found useful to the Company. In renewing my 
thanks for the kind action of the Board in promot- 
ing my visit, to the President who suggested and 
encouraged it, and to the officers who may in my 
absence have been put to any unusual service, I 
would express the confident hope which I feel that 
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Deither to the Company as such, or to its officers 
individually, will it hereafter be the source of any- 
thing to regret. 

Very respectfully, 

AMZIDODD, 

Mathematioicm. 



Digitized by 



Google 



Digitized by 



Google 



REPORT 



OF 



AMZI DODD 



MATHEMATICIAN 



ON THE RBCSNT ACTION OF 



The Mutual Life Insurance Company 

OF NEW YORK 



IN REGARD TO 



Rebates Offered to Applicants for 
New Insurance. 



Printed for the Use of the Directors, 
November, 1878. 



Digitized by 



Google 



Digitized by 



Google 



TO THE DIRECTORS 



OP THK 



Mirmii lutKn? Uti ImM^i (^vpjit 



The Mutual Life Insurance Company of 
New York has lately offered to remit to those 
taking out new policies certain percentages of the 
flpst two annual premiums. This offer has been 
the most marked of recent movements in life 
insurance business^ provoking much criticism, 
some of it well founded, and some of it not. I will 
offer some explanations for the purpose of show- 
ing — Firsty that it is a mistake to think that the 
plan proposed is not a feasible one, or, in other 
words, that it is financially impracticable. Secondy 
that the true objections to the plan are those 
which grow out of proper answers to the question: 
On what principles and for what purposes should 
a Mutual Life Insurance Company be carried on? 

The offer is, to remit 30 per cent, of the first and 
second premiums on ordinary life annual policies, 
and 15 per cent, of the first and second premiums 
on all other kinds of policies except those which 
are paid for by one single premium at the outset, 
or by premiums payable during the first five years. 

To understand the offer and the grounds on 
which the Company attempts to justify it, take a 
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specific case as an example or illustration, viz: 
that of an ordinary life annual policy issued at the 
age of 35. The premium payable yearly during 
life on a policy for |1,000, issued at that age is — 
in the Mutual Life— 126.38. (In the Mutual Bene- 
fit it is 126.00). This annual premium is called 
the level premium, because it continues the same 
every year. It is also called the artificial premium. 
The natural premium, on the other hand, is greater 
each year than it was in the preceding one. It is 
the sum which, if paid at the beginning of each 
year, would exactly cover the cost of the insur- 
ance in that year; in other words, the loss by death 
in that year. How this cost of insurance, or this 
loss by death goes on increasing each year, is inter- 
esting and instructive to notice. Thus — out of 
1,000 persons living at the age of 35 — our Amer- 
ican Experience Mortality Table shows that nine 
will die in the ensuing year. Out of 1,000 
living at the age of 45, eleven will die; out of 1,000 
living at the age of 55, eighteen will die; out of 1,000 
living at 65, forty will die; out of 1,000 living at 70, 
sixty-two will die; out of 1,000 living at 75, ninety- 
four; at 80, one hundred and forty-five; at 85, two 
hundred and thirty-six; at 90, four hundred and fifty- 
four; at 92, six hundred and thirty-five; at 93, seven 
hundred and thirty-four; at 94, eight hundred and 
sixty; at 95, one thousand — that is to say, by that 
table of mortality life is not extended beyond 95. 
From the above figures it appears how the cost 
of insurance, or the natural net yearly premium, 
increases with advancing age. The level or arti- 
ficial premium is much higher than the cost of 
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insurance in the earlier ages, and much lower than 
such cost in the later ages. In the case of a policy 
issued at the age of 35, the natural premium is 
lower than the level premium till the insured 
reaches the age of 56; that is for the first 21 years. 
After that point it grows quite rapidly more. Out 
of this single circumstance arises the whole mat- 
ter of reserves — a matter so fundamental, and so 
much talked of in life insurance. Simple as it is 
when stated, it is remarkable how often it is 
obscurely or imperfectly conceived. If the policy 
contract, instead of stipulating for the same level 
premium every year, should stipulate for the grad- 
ually increasing natural premium, there would be 
no need of reserves or accumulated funds by a 
Company. The Company and its members would 
do business on the rule of "pay as you go." The 
policy holder would get yearly the equivalent of 
his money paid. Not so under the system almost 
universally in use. Under this system he pays 
largely in advance, and the Company holds the 
money for insurance to be furnished years after- 
wards, when the insured has become older and 
does not want to make larger payments. It is 
the reserve fund thus arising that constitutes 
what is sometimes called the wealth of life insur- 
ance companies. It is obviously not wealth, but 
a debt from the company or corporation to its mem- 
bers. It is a great trust fund confided to the man- 
agers. 

In pursuance of the purpose of the explanation 
I am now making of the Mutual Life's offer, it is 
well to show by a few examples what the amount 
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of the reserve in the case of the given policy is at 
different points after issue. Thus for a f5,000 
policy, issued at age of 35, the level op ordinary 
premium is f 130 in the Mutual Benefit (Mutual 
Life 1131.90). At the end of the first year there is 
a reserve of 53.70; at the end of second year, 
$109.40; at the end of fifth year, |288.75; end of 
tenth year, 1631.25; end of twentieth year, 
11,473.75; end of thirtieth year, |2,435.15; end of 
fortieth year, |3,339.95. 

Now the proposed plan of the Mutual Life is 
based upon the appropriation, to a greater or less 
extent, of these reserve values. The thirty per 
cent, and the fifteen per cent, of the first two pre- 
miums, which they offer to remit to new members, 
are to be drawn from the reserves on policies which 
have been surrendered or forfeited to the Com- 
pany. That Company has driven hard bargains 
with large numbers of its policy-holders who have 
been compelled by their necessities to sell their 
policies. It must be born in mind at this point — 
and many will think it a bad feature of insurance 
contracts, that by the terms of the policies, the 
holders of them upon failure to keep up their pre- 
miums are liable to lose the whole reserves — ^the 
whole of the money which they have entrusted to 
the company to pay for insurance in the future. It 
is usually stipulated in policies that in every case 
where the policy shall cease or become void, all 
previous payments made thereon shall be forfeited 
to the company. There is no right reserved for the 
holder to be refunded in cash, even a part of his 
money advanced. The policies frequently contain, 
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it is true, a stipulation that the Company will issue 
a paid up policy insuring an equitable sum payable 
at death, provided application be made for the 
same and the policy be duly surrendered within 
three months after its lapse. This stipulation is 
in this company's policies, and it is very liberally 
and handsomely carried out by the company even 
beyond its terms. The new policy is issued for an 
amount which the reserve on the old policy will 
buy at just and fair rates, and the limited period 
is not restricted to the three months, but is made 
a year and not unfrequently longer. I have two 
policies on my life in the Mutual Life, one issued in 
1854, and one in 1871, each of them containing no 
provision whatever protecting me against the loss 
of my whole reserves, giving me no right either to 
money or paid up insurance in the event of my fail- 
ing to pay premiums, but distinctly providing, on 
the contrary, that the whole shall be forfeited to 
the company. This hard feature of the contract is 
undeniably of legal validity. It is so declared by 
the Supreme Court of the United States, in the 
recent case respecting Southern policies lapsed 
during the war; but while enforceable, companies 
of good standing do not venture to enforce it in all 
cases. Companies generally hold out, by their 
publications that they will purchase policies upon 
what they may deem equitable terms if purchases 
be applied for in due time. These equitable terms 
mean different things in different companies. I 
think there is no company in which it means so 
liberal dealing with the policy-holder as in this 
Company, though I do not say that I am satisfied 
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with our practice. I have long thought, with prop- 
er deference I trust to the judgment of others, 
that it might be changed to the advantage of the 
company as well as of the policy-holder. In the 
Mutual Life I think that deductions or abstrac- 
tions are made from the reserves in purchasing 
policies so large as to make the words "equitable 
terms" bitterly ironical. They seldom pay, I am 
informed, more than 50 and often less than 50 per 
cent, of the reserve; and when it is considered 
how large, within the past few years of pecuniary 
distress, has been the number of purchased poli- 
cies and of policies forfeited entirely, it is apparent 
what large sums have been accumulated from 
these sources — ^so large as to pay thirty per cent, 
and fifteen per cent, of the first two premiums of 
more policies than there is any probability of 
being taken by the public. More than one million 
dollars were derived, no doubt, last year, by that 
Company from these sources. This sum — and it 
is probably much belowthe truth — would suflSce to 
meet a rebate of thirty per cent, on the first two 
premiums of more than 15,000 new policies of 
$3,300 each — ^the average size of policies in gen- 
eral. The Company defends its plan of getting 
new policies by offering such rebate, by saying 
that the introduction of new and fresh lives 
into the membership is an equivalent for the sum 
remitted. This is not true. It is true that some 
advantages are derived from the new lives if they 
are good ones, but not at all equivalent to the out- 
lay. Their statement on this point is an exagger- 
ation, and tends greatly to mislead. They try to 
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justify their dealings with the members who sell 
or forfeit their policies, by saying that the sums 
withheld from them are applied towards improv- 
ing the Company's vitality. They give this fund so 
made up the name of "vitality fund/' which is, of 
course, regarded by the retiring members, from 
whom it is wrung, as a cruel misnomer. The 
retiring members consider themselves victims, and 
denounce the whole business with vindictive 
bitterness. A business of first-rate excellence, 
and even beneficence, if rightly conducted, is made 
odious by such management; nevertheless, as a 
merely pecuniary transaction, it is entirely feasi- 
ble. The Company has the means to do it. That 
it is not a question of pecuniary ability will also 
appear from looking at the matter in another way 
than the foregoing, and in answer to the objection 
that a policy receiving this rebate and dropped at 
the end of the year has had a year's insurance for 
less than cost. This is not so. The premium on 
a 15,000 policy, issued at age 35, is |131.90. Take 
off 30 per cent for the rebate, and then 30 per cent, 
more for the Company's expenses, and there is left 
the sum of |52.76; while the cost of insurance 
during the year on the net natural premium is 
$43.05; so that it is clear that there has been no 
loss to the company on a strictly debit and credit 
statement. Enough has been now said to show 
that the real objections to the Mutual Life's plan 
is, not that it is pecuniarily impracticable, or, in 
other words, that putting the reserve appropri- 
ations which they call the vitality fund on the 
credit side of the account, and the remitted 30 per 
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cent, with all expenses and cost of insurance on 
the other side, there is a deficiency against the 
Company. There is no such deficiency, but a sur- 
plus remaining to their credit. 

The real objections — and they are very impor- 
tant — are 1st, the xcrong and the had policy involved 
in the acquisition of their so called vitality 
fund; the exorbitant surrender charges or the 
reserves totally forfeited. This has already been 
referred to, and need not be dwelt on except to 
illustrate by an example. Take the case of my 
policy issued in 1854: its reserve value is now 
f4,200. I have paid the company fully for all the 
insurance I have had, and for all the expenses of 
business incident to my policy. The f4,200 is there 
to meet the cost of insurance in coming years. If I 
say to them, I have no need of future insurance and 
great need of my money, I will give up my future 
insurance and take back the money I have ad- 
vanced for it, they will charge me for such a 
change in the contract, from 50 to 60 per cent, i.e., 
from 12,120 to 2,520. If they should apply it to get 
new and fresh lives in place of mine, and that is 
really the only reason worth the name that they 
can give for keeping it back, it would enable them 
by remitting 30 per cent, of the first two premiums 
to new members, to get how many new policies of 
same amount as my risk? At age of 35, the smaller 
sum |2,100, would get 21 new policies, and the 
larger sum $2,520, 27 policies. This illustration 
shows at once the Company's ability to carry out 
their plan and also the gross injustice of it to me, 
in letting me go only on condition of getting in my 
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place not one life only, but 21 or 27. The impolicy 
of it consists in the inevitable odium and disrepute 
which it brings on the business. 

Its impolicy consists further in the generally 
wrong and unwise notions it proceeds on as to the 
management of the business. It attaches an 
undue importance to the getting of new policies. 
It is a forcing process, which results not in a sound 
and healthy growth, nor in the maintenance of a 
sound and healthy state, but in getting in either 
poor lives or lives that will not stay in for the 
obvious reason that they did not come in because 
insurance was needed and sought by them for its 
own sake, and in accordance with their own means 
to keep up, but because they were induced to come 
in by persuasion and pressure. I think it may 
truly be said, that this undue persuasion and 
pressure by agents receiving large commissions 
and having an interest antagonistic to the inter- 
ests of the CJompany, has been for years a vice of 
the business. It is fruitful of mischief. The true 
and governing aim of a Mutual Life Insurance 
Company should be the promotion of the interests 
of the members; to give them indemnity against 
the evils of untimely death, on terms most advan- 
tageous to themselves. The true test of success 
should be the pecuniary advantage derived by the 
assured from the Company. The amount of the 
Company's business is not a test of success. When 
new policies or a larger business does not tend to 
diminish the cost to the members of their policies, 
or add to the security that the policies will be paid 
at maturity, there is little or nothing to be 
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gained by getting new policies. The sources of 
danger to a company are bad lives, bad invest- 
ments, and extravagant expenses. Bad lives and 
extravagant expenses are the direct consequences 
of attempts to inflate the business. Th^ system of 
agencies as it now universally exists in this 
country, has long seemed to me to be open to very 
grave objections, and to call loudly for reform. 
It exposes companies to great dangers and sub- 
jects them to heavy cost, both in getting risks and 
in losing them prematurely because they were 
fraudulently foisted on the company by agents 
whose immediate commissions made their interest 
opposite to that of their principals. A well devised 
scheme for collecting premiums and annuities 
with the (Company's members, and at the same time 
affording reasonable facilities for getting policies 
to those who needed them, would avoid or greatly 
reduce the evils incident to the present system, 
and would be, in my judgment, an immense 
improvement. The methods now practiced by the 
Mutual Life, including the one I have been explan- 
ing, are very similar in kind, though perhaps 
greater in degree when compared with those of 
American companies generally. The Mutual Life 
is colossal in its magnitude; what its real inward 
strength and resources are it is difficult to affirm. 
But it is probably true that by the prevailing 
methods of competing for life insurance business, 
that company can and will outstrip its com- 
petitors. Whether this be so or not, such com- 
petition is not in the interests of policy-holders, 
and cannot, therefore, lead to true success. I 
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think the time has come for a new departure, and 
that if any one of the largest and best companies 
should now take it, by turning its whole efforts 
to putting its agency system on the best possible 
basis, reducing its expenses to the lowest practi- 
cable point, and adopting in respect to the reserve 
values of all policies, surrendered or forfeited, a 
rule of action beyond controversy fair, the speedy 
success of such a company over others not doing 
the same things, would be as certain and as con- 
spicuous as it would be deserved. 

Another feature of the plan of the Mutual Life, 
which has been much commented on, is the draft 
proposed to be taken for the thirty per cent, from 
the new policy-holder. The draft is to be directed 
to the General Agents of the Company, payable 
at sight to the order of the Soliciting Agent, and 
forwarded to the Company with the balance of the 
premium. The Agent is to endorse it without 
recourse, and the circular of instructions says 
that if it should be necessary to satisfy the new 
policy-holder that he will not be held liable on his 
draft, the Agent may write the words "without 
recourse" before the signature, but not to do this 
unless absolutely required. The object of this singu- 
lar mode of business is not plain; but it is sus- 
picious, and is generally regarded as a piece of 
crafty management, looking to a mode of keeping 
the Company's accounts by which their true state, 
and especially the true rate of the expenses and 
cost of the business, may be falsified or concealed. 
This is a circumstance well worthy of notice, 
because it points to a principal cause of the deca- 
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dence and disrepute with which the whole busi- 
ness is seriously threatened. A tricky, disin- 
genuous, not to say criniinal mode of manipulating 
accounts, has long been charged on the Mutual 
Life managers, and the growing suspicion, if not 
belief, that the statements of all companies are 
infected more or less by the same fatal vice, is 
notoriously working injury to all companies, large 
and small, better or worse. 

The above will suffice to indicate the nature of 
the objections to the adoption by other companies 
of the measure in question, and also to indicate by 
what counter-measures, essentially different in 
kind, the measure should be resisted or met. 

Respectfully submitted, 

AMZI DODD, 
Mathematician. 
Newark, November 14, 1878. 
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TO THE DIRECTORS 

OF THB 



Gbntlbmbn: 

In a paper of the 14th of November last, I 
submitted tp the Directors some remarks on the 
recently adopted plan of the Mutual Life Insur- 
ance Company of New York, called the rebate 
plan, by which a discount of 30 per cent, of the 
first and second premiums of all ordinary life 
annual policies, and of 15 per cent, on the same 
premiums of other kinds, was offered to new insur- 
ants. 

The two points which I sought to make clear 
in regard to this plan were, first, that it was a 
mistake to think that it was pecuniarily imprac- 
ticable; and second, that the real objections to it 
— which were also very important ones — arose out 
of proper answers to the question, on what princi- 
ples and for what purposes a Mutual Life Insur- 
ance Company should be carried on. The fact 
that the discussion of this rebate plan necessarily 
involved such primary and fundamental elements 
is enough to account for the very wide-spread and 
animated controversies it has given rise to. In 
newspapers, in meetings of policy-holders, in all 
insui^nce circles, it has been canvassed with a 
zeal and intelligence which must lead to an 
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increased knowledge of the business on the part 
of the public, and to increased circumspection and 
carefulness on the part of Directors and Man- 
agers. At a meeting of the Directors of that com- 
pany on the 19th inst. the plan itself was with- 
drawn, after having been subjected for two weeks 
or more to the examination of a special committee 
of able and fair men under circumstances most 
favorable to the reaching of right conclusions. 
Their report, which was published in the New 
York Times and other papers of the 21st inst., 
while denying that the plan was either illegal or 
impracticable, withdraws it as inexpedient, 
and puts in its place a plan by which premium 
rates are to be reduced, and greater economy, fair- 
ness, and discreet management are promised to be 
used in its business. The action thus taken by this 
foremost company, after a controversy so long 
and public, necessarily requires consideration by 
other companies. I will give my own views of it 
as briefly and clearly as I can. 

It is contained in four resolutions. The first 
resolution provides for a reduction of 15 per cent, 
on the premium rates of all policies whose pre- 
miums are payable yearly during life, called in 
insurance phrase, life annuals, and a proportional 
reduction on the rates of all other kinds of policies 
whose premiums are payable in a different way, 
called irregular policies. 

The second resolution provides for a reduction 
of the expenses of management. 

The third for the adoption of a fair and equi- 
table rate for surrender values. 
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The fonrth for a thorough inyestigation of the 
system of agencies. 

Upon the subject-matter of the second, third, 
and fourth resolutions, I gave my opinions and the 
reasons of them in my report in November last, to 
which I have referred. I think the subject-matter 
of these three resolutions of paramount importance 
to that of the first, viz., the reduction of rates. 
Without the last three, or, at least, two of the 
last three being made preliminaries, or rather, 
unless they be made conditions precedent, I should 
not think it worth while or even advisable to 
reduce premiums at all. With this remark, which 
from my conviction of its truth, I desire to empha- 
size and make prominent, I have no hesitation in 
saying that I regard with favor the reduction of 
rates to the extent of an equal percentage with 
that of the Mutual Life. Our present rates are 
the revised ones adopted in 1870. They are 
slightly lower than those heretofore charged by 
the Mutual Life. • A reduction of 15 per cent, on 
our present rates would make our new ones, of 
course slightly less than their new ones, the differ- 
ence being inconsiderable, just enough to distin- 
guish them from each other. I am in favor of such 
reduction, because first and chiefly, it will tend 
strongly towards, if, indeed, it will not necessitate 
the improvements needed, in my judgment, in the 
system of agencies, economy of expenditures, the 
general views and methods of management on the 
part of all companies, and have the effect of 
placing the whole business on a better footing and 
save it from the discredit and decadence with 
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which it is now threatened. I am in favor of such 
reduction, in the second place, because with the 
increased safeguards provided by the preliminary 
measures above, the reduced rates will be abun- 
dantly and incontestably safe, i. e., there will be 
ample and more than enough to enable a well man- 
aged company, that is now solvent, to fulfill all 
its existing contracts of insurance, and all the con- 
tracts it may have the opportunity to make for the 
insurance of good lives. I do not see how opposi- 
tion to a reduction of rates can be anywhere made, 
unless by weak companies whose extravagance of 
expenditures, or taking of bad risks in their eager- 
ness to get business, or their bad investments have 
brought into diflftculty and endangered their sol- 
vency. As for such companies, if there be such, 
the interests of their policy-holders and the inter- 
ests of the public will be promoted by the check 
and restraint imposed on their increase of busi- 
ness by the reduced rates adopted by others. 

In considering the sufficiency and safety of 
premiums, three things are to be looked at: 1st. 
The mortality; how fast will the members die? 2d. 
The rate of interest on money; how low is there 
any fair reason to think that the rate of interest 
in the next 30 or 40 years will fall? 3d. How much 
should be allowed or provided for the expenses of 
a company in carrying on its business and for 
unforeseen, unfortunate accidents — in other 
words, for taxes, commissions, salaries, advertis- 
ing, printing, law-suits, epidemics, etc., etc. 

Our premiums are made on what we call Amer- 
ican Experience Mortality. It shows a higher 
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death-rate than has prevailed among the members 
of this CJompany in its experience of more than 
thirty years, higher than that among the members 
of the Mutual Life, and, in fact, higher than that 
of good companies generally. After the first five 
years, when the new lives become about equal to 
those of the other lives insured, the mortality 
among the Company's members is about 90 per 
cent, of that shown by the table on which the pre- 
miums are made. There is no danger here. In 
reducing rates we do not change our mortality 
table. We keep on assuming that our members 
will die faster than our actual experience has 
shown. We expect surplus from this cause. 

Next as to interest. In reducing rates we do not 
make any change in our expected rate of interest. 
We keep on with the four per cent., though our 
actual rate has always been six or seven. As long 
as our investments continue to yield as much as 
four per cent, a year we are safe and will have 
money enough to pay all the losses by death, 
unless deaths occur faster than the table shows. 
If the rate of interest should be four per cent and 
deaths according to the table, then there would be 
left for the expenses of the business and for sur- 
plus or dividends only what is added to the pre- 
mium after calculating it on the two assumptions 
I have just named: 1. Tabular Mortality. 2. Inter- 
est at four per cent. The addition put on to this net 
premium is the loading, and it is from this loading 
that our proposed reduction is to come. Our load- 
ing on ordinary life annual rates is 38 per cent. — 
that is, if the net yearly premium, which at four 
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per cent, interest is enough to pay all losses by 
deaths according to the tables, be |100 — we make 
the actual premium |138. Let me show by exam- 
ples the net premiums, the actual premiums, and 
the reduced ones: 

POUCY FOR THB SUM OP $i,ooo. 



AGE. 




Present Actual 
Premium. 


Reduced Premium. 
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ax 78 
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39 
33 
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ao 15 
ao76 a 


34 


^- 1 
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ax 40 £ 
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30 X9 
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a3 60 Q, 
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39 


ax 57 
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30 ax ^ 
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aa 35 


4X 
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sa 
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3594 ? 


37 ao 

38 85 CO 

3938 ^ 


43 
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44 


33 X5 B 
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374a fe 

39 00 5. 
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30 8x 


4070 » 


3460 a 
3780 1 


49 


3a ax 


4446 ? 

4550 -g 


50 


33 70 


395a « 
433» ^ 


5X 
5a 


u 


4870 8 
5X 04 J 


53 


PS 


45 5X 


54 


4073 


47 77 


ii 


4a 79 
4500 


6a xo 


50 30 

58 88 


12 


Si? 


Siii 


lis 


g 


5a 57 


7a 54 


55 45 


765a 


6504 



The Reduced Premiums with about 14.7 taken off become the Net Premiums. 

The (Company's premiums are now loaded with 
38 per cent, of the net premium. The proposed 
reduction will leave them with a loading of about 
17.3 per cent, of the net premium, instead of 38. 
Under the present premiums, the expenses of man- 
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agement may amount to a little over 27 per cent, 
of the gross premium receipts without going 
beyond the margin provided for that purpose. 
Under the proposed reduced rates, the expenses of 
management may run up to 14.7 per cent, of the 
gross yearly premiums without going beyond the 
mjargin provided for that purpose. In 1878 
the expenses of this Company were, in round 
numbers, |548,050, and its true premium receipts, 
13,695,054.29. The expenses were therefore 14.8 
of the premiums. This shows that we ought not 
to spend any more for managing the business than 
we are now spending, if we mean to reduce our 
rates. But it would leave an incorrect notion of 
the subject if I were to omit to say that a company 
might be in a first-rate condition and be very eco- 
nomically managed, and yet its expenses might 
exceed the margin or loading of its premium 
receipts, for the reason that a considerable num- 
ber of its policies might be all paid up, and from 
them therefore no premium receipts would be 
derived. It might happen that all a company's 
policies would be in this state, and in that case the 
expenses of management should, in strictness, be 
provided for in anticipation out of a surplus fund 
held for that purpose. In this Company the 
interest on our surplus fund was sufficient, in 
1878, to pay more than one-tenth of our expenses. 
The large excess of interest actually derived above 
4 per cent., and likely, I may say certain to be 
derived for a long time to come above the assumed 
rate, has not made it necessary to regard in prac- 
tice the fact of paid-up policies as distinguished 
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from those paying premiums as closely as the view 
I have been taking would seem to require. If 
premiums should cease to be paid, it is obvious 
that agencies and all their heavy exi>enses would 
be superseded, and the expenses of management 
would be comparatively little. 

Looking at the subject broadly, I think it must 
be regarded as reasonably certain that premiums 
computed on 4 per cent, interest, increased by 17.3 
per cent., are abundantly safe. In Great Britain, 
where interest is much lower than with us — 
seldom as good, on secure investments, as 5 per 
cent. — ^the premiums charged are, on the average, 
little, if at all, higher than our present rates, and, 
at the same time, good dividends are made to their 
members. (See table on page 20 of my report) 

A reduction of rates will probably be regarded 
with disfavor by agents. They are paid mainly 
by a percentage or commission on the premiums, 
and their interest, of course, is to have the pre- 
miums as large as possible. In 1878 the cash paid 
agents for commissions was about 7.3 per cent, of 
our total premium receipts. The reduction of 15 
per cent, on such receipts would be, in round num- 
bers, 1554,000, of which 7 per cent, would be 
137,780, kept from the agents, saved to the mem- 
bers, and left out of the expenses of the Company. 

The reduction of 15 per cent, on the premiums 
will, of course, lessen by so much the Company's 
yearly income, but it will lessen to the same extent 
its yearly outgo for dividends, and the situation of 
the Company will, so far, be the same as if no 
reduction had been made. 



Digitized by 



Google 



11 

In respect to the agencies, which, as before 
remarked, will be likely to regard a reduction of 
rates with disfavor, I would say that, in my judg- 
ment, long ago formed and now confidently enter- 
tained, they are the parts or connections of the 
Company which are in special need of thorough 
consideration with a view to reform. This,. it 
seems to me, is the first matter to be weighed. The 
next is that of retrenchment of expenses in gen- 
eral. The next is that of surrender values. This 
has seemed to me the order of priority of import- 
ance of the several matters, and in this order I 
placed them in my former report, as the following 
extract therefrom will show: "I think the time has 
come for a new departure^ and that if any one of the 
largest and best companies should now take it, by 
turning its whole efforts to putting its agency sys- 
tem on the best possible basis, reducing its ex- 
penses to the lowest practicable point, and adopt- 
ing in respect to the reserve values of all policies, 
surrendered or forfeited, a rule of action beyond 
controversy fair, the speedy success of such a com- 
pany over others not doing the same things would 
be as certain and as conspicuous as it would be 
deserved.'' 

There is one feature of this Company's business 
which needs special attention in making any 
reduction of rates, and that is, the existence of 
premium loans on most of our existing policies. 
This is a matter in respect to which I have not had 
time to consider the details as advisedly as I think 
should be done. As to new issues, if rates be 
reduced as proposed, I think no premium loan 
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should be allowed; not because it could not be 
made with safety to the Company, but because it 
would become an inevitable cause of dissatisfac- 
tion to the policy-holder. This is now the real objec- 
tion to premium loans, and under a system where 
dividends would be so greatly lessened in amount 
as they would be under the new rates, the objec- 
tion would be proportionately enhanced. As 
to existing policies having premium loans, they 
should be allowed, I think, as well as policies hav- 
ing no loans, the option to continue with their 
present premium rates or to adopt the reduced 
ones; but such carefully worded conditions should 
be provided as will prevent the increase of the 
loan from year to year faster than woul^i occur 
under the practice now in force. This will need 
more attention and conference with the executive 
oflScers than opportunity has yet afforded me. 

In conclusion I would suggest, that the mathe- 
matician be directed to have prepared and printed 
tables of reduced rates in accordance with what 
I have said for all of the Company's different 
kinds of participating policies, to be submitted to 
the Board at a short day. Such tables can be 
ready in a few days. I think this course would be 
better than to take action at once, in view of the 
importance of the measure and the details which 
need to be looked into. 



Respectfully submitted, 
February 25, 1879. 



AMZI DODD, 

Mathematician, 
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TO THE DIRECTORS 

OF THB 



Gentlemen: 

No life insurance company has been more 
liberal towards its policy-holders in protecting 
them against loss from forfeitures by non-pay- 
ment of premiums, than the Mutual Benefit. The 
truth is, I think, that no company has treated its 
policy-holders in this respect with a nearly equal 
degree of liberality. The non-forfeiture plan, 
which, at the request of the President, I am now to 
submit to the consideration and action of the 
Board, is an advance upon the Company's existing 
and previous practice mainly in this — ^that it is 
more uniform and less conditional in its applica- 
tion to policies. It does not give larger allow- 
ances for lapsed or surrendered policies than this 
Company has heretofore generally allowed, but it 
provides for the allowance of paid-up insurance 
by a general and uniform method, which will pre- 
vent forfeiture in every case after two full annual 
premiums have been paid, whether the holder of 
the policy shall make application for such paid-up 
insurance or not. It does not include or contem- 
plate purchases of policies for cash, but leaves 
such purchases wholly at the option of the Com- 
pany. 

With this summary statement of the plan, I will 
proceed to exhibit its details with as much clear- 
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ness and simplicity as I can. Some things, being 
of a technical nature, will require to be recurred 
to and dwelt on with oral explanations in answer 
to the questions which will naturally arise, and 
which I shall be glad to be pressed with. 

The Company's policies now provide, that in 
case the stipulated premiums shall not be paid on 
or before the several days therein mentioned for 
the payment thereof, then, and in every such case, 
the Company shall not be liable to pay the sum 
insured, or any part thereof, and the policy shall 
cease and determine, and all previous payments 
made thereon shall be forfeited to the Company, 
but after two or more full years' premiums shall 
have been paid, the Company will issue a paid-up 
policy insuring an equitable sum payable at death, 
provided application be made for the same, and 
the policy be duly surrendered within three 
months after its lapse. 

As to this promise of the Company to issue a 
paid-up policy, two things are observable: 1st, the 
new policy is to be for an equitable amount; and 
2d, it must be applied for, and the old policy sur- 
rendered, within three months after its lapse. 
There is no promise in the Company's policies, and 
for a long time past there has been none, to pur- 
chase the policy for cash. That has been optional 
with the Company, and is proposed to be left so. 
In respect to the promise to give paid-up insur- 
ance, or a paid-up policy, the Company has varied 
from time to time as to what should properly be 
regarded as an equitable amount. It is a matter 
in regard to which differences of opinion have 
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existed among companies, among insurance men, 
both practical and theoretical, and among our- 
selves in applying our own rule. In regard to the 
application and surrender within three months 
after lapse, the Company has not in practice in- 
sisted on it strictly, but in multitudes of instances 
has given paid-up policies, or other values, after 
a year and more have gone by; but always, after 
three months, the special circumstances have been 
looked to, and a medical certificate has been re- 
quired that the insured party was still in insurable 
health. The paid-up insurances or other values 
thus allowed have been taken from the revenues 
belonging to the policies so lapsed; i. e., from the 
funds contributed by such policies and held by 
the Company to pay the policies when they should 
fall due. The allowance of the paid-up policies 
may therefore be regarded as substantially and 
simply a change in the appropriation of the funds; 
applying theuK by the Company in a different form 
from that originally proposed, but in both cases 
for the benefit of the party who contributed them. 
In making this change the Company has never 
allowed the whole reserve, but has withheld some 
part of it for the purposes of a surrender charge. 
How much should be so withheld is a standing 
question of life insurance, represented often as 
one of diflSculty and profundity far beyond the 
warrant of the truth. In its essential elements 
it may be easily comprehended. Thirty years ago, 
John Smith, when 25 years of age, was insured for 
110,000, to be paid at his death. He was charged 
an annual premium of f204, which he has settled 
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every year. During the thirty years, the Company 
has taken what was needed from his payments to 
meet his share of all the losses by death, and of 
all the expenses of the business, and it has left a 
balance of |3,629.67. In the calculations origi- 
nally made for the premium, it was contemplated 
that this balance should now be on hand, because 
it was necessary to be that amount at this juncture 
in the gradual accumulation of a fund towards 
paying the policy of John Smith at his death. 
The fund so accumulated is not needed and cannot 
be used towards paying for the death of any other 
member. The calculations all exclude and forbid 
such a use of it. It is solely applicable to pay his 
policy when due. If his policy is surrendered by 
him to the Company, what should be done with 
this reserve? This question should not seem a diffi- 
cult or profound one. By the contract between 
John Smith and the Company contained in his 
policy, the reserve of f3,629.67 is to be forfeited by 
him to the Company. If John Smith should live to 
the age of seventy, continuing to keep up his policy, 
the reserve on it would be f6,108.44, and if he 
should then die after default of a premium, the 
contract would give the fund to the Company and 
no payment whatever to him. This, of course, 
would not be what the Company would insist on, 
but it would be the bargain, and the fact that it 
would be a wrong so palpable and shocking to 
the conscience to insist on the contract, evinces the 
inexpediency of its original form. It seems a 
wonder that the contracts between companies and 
their members should so long have been made in 
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that form. In 1854 I took out a policy in the 
Mutual Life, of New York, in 1863 a policy in this 
company and in the New England, and in all three 
the contract in this particular was the same. 
Neither of these Companies was understood to 
insist strictly on the forfeitures, but the insured 
was at the mercy of the Company. The charter 
of this Company, and it is similar to those of 
others, authorizes policies of insurance to be made 
on such terms and conditions and for such period 
of time as shall from time to time be ordered by 
the by-laws, rules and regulations of the corpora- 
tion; hence, this provision for forfeiture, however 
hard and unnecessary, is assumed to be valid; 
hence, also, the power to conform all the provi- 
sions of policies to what may be found by experi- 
ence to be best. What I have been saying applies 
to policies on which the premiums are payable 
every year, so long as the policies run called "life 
annuals.'^ For many years after life insurance 
began in this country, all policies were of this 
kind, but after it had begun rapidly to increase 
and extend there were devised and issued what 
are called limited premium policies; i. e., where 
all the required payments are made within a 
limited time, as 5 or 10 or 15 or 20 years. During 
the war and the subsequent money inflation, poli- 
cies of this kind became popular, and this Com- 
pany issued them largely. Soon the provision was 
inserted in them that if after two or more pre- 
miums had been paid, the policy-holder should 
cease to pay premiums, the policy should not be 
forfeited, but should stand good for a sum propor- 
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tioned to the number of premiums paid; i. e., on a 
policy for f 10,000 having ten premiums, when two 
had been paid and their payment discontinued, 
the policy would be good for ^, or |2,000, or three 
premiums, A, or f3,000, and so on. In regard to 
policies of this kind, the injustice and folly of the 
insured paying so large sums and losing them 
were too conspicuous to be overlooked, and hence 
this provision against forfeiture; but the principle 
was the same in all cases where more had been 
paid to the Company from year to year than the 
Company from year to year had given back in 
return; it was a difference only in amount. Dur- 
ing the past few years the increased knowledge 
of the business on the part of policy-holders, 
and the immense magnitude and importance of it, 
have directed the attention more and more to the 
subject of forfeitures, and all companies are now 
constrained to make changes in their contracts as 
well as in their practice on this subject. As 
before remarked, I think the practice of this Com- 
pany has been in fact and has been recognized by 
the public as distinguished from that of com- 
panies generally by its fairness and liberality 
towards members. For years back, I think as 
many as 10 or 12, our ordinary life annuals have 
contained a promise after two or more full yearly 
premiums have been paid, to give an equitable 
value in insurance or cash for the surrender of the 
policy if applied for within a period of three 
months from lapse, so that the improvements or 
advances contained in the plan now to be sub- 
mitted, are not so much in substance as in putting 
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our non-forfeiture practice on the footing of a 
clear and explicit agreement to be inserted in all 
future issues, and to be attached if desired to all 
existing issues — by which agreement the entire 
net reserve on every policy where two full pre- 
miums have been paid, will upon its lapse by non- 
payment of premium be applied to the benefit of 
the policy-holder in one of two ways: first to carry 
the whole amount insured by his policy as long as 
the reserve will be sufficient for that purpose, 
according to the Company's published rates, or 
second, if the policy-holder should prefer, instead 
of the temporary insurance, to have a new paid-up 
policy for a reduced sum payable at the same time 
with the original policy, then to give him such 
paid-up policy for as large a sum as the reserve 
will pay for according to the Company's published 
rates. The first effect to be noticed of this agree- 
ment, is the entire abolition of forfeitures for non- 
payment of premiums. The agreement now in our 
policies, and which I have quoted above, puts it 
within the power of the policy-holder to prevent 
forfeiture by applying for a new policy and sur- 
rendering the old one within three months after 
lapse. The agreement now proposed does not call 
for any application or surrender on his part to 
prevent a forfeiture, but in the absence of such 
application and surrender, applies his whole re- 
serve to give him term or temporary insurance for 
the full sum named in his policy, and gives him the 
option within three months to have it applied in 
a different way. This entire prevention of for- 
feitures will relieve the Company from dealing 
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with the questions arising where applications are 
now made after the limited time and under special 
circumstances for allowance of paid-up insurance. 
It will remove or ought to remove, every ground of 
complaint on the part of the policy-holder, because 
in all cases it gives him a fair equivalent in insur- 
ance in either of two forms, at his option, for all 
he has paid. While advantageous both to the 
Company and to the policy-holder, respectively, in 
the two points just named, there are two other 
things to be said of it in brief which it will be prop- 
er to recur to again with more fullness of detail ; 
these are, firsty that the general result to the Com- 
pany of thus changing all lapsed policies into paid- 
up insurance, and having none absolutely for- 
feited, will upon the whole be as advantageous in a 
pecuniary way as is the system now pursued, 
because the amounts of paid insurance to be 
allowed under the new plan will be at higher prices 
or rates than we have generally charged under the 
existing plan; and, second, while this is so, the 
paid-up insurances to be granted are, in view of 
their known and fixed amounts and of their uni- 
formity, reasonable and fair in themselves, involv- 
ing only a moderate surrender charge, and are 
at the same time more favorable to the policy- 
holders than the new plans recently adopted by 
the leading New York companies and others in 
conformity with the laws on this subject recently 
enacted in New York, Maine, Missouri, and other 
States. 

The clause to be inserted in our policies here- 
after issued and to be attached when asked for to 
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all existing issues (except those of a limited pre- 
mium non-forfeiting kind), is necessarily of some 
length, and, at first reading, of some complexity, 
because of the several points required to be 
explicitly and accurately covered. It is as fol- 
lows: 

"But when, after two full annual premiums 
shall have been paid on this policy, it shall cease 
or become void solely by the non-payment of any 
premium when due, its entire net reserve by the 
American Experience Mortality and interest at 
four per cent, yearly, less any indebtedness to the 
Company on this policy, shall be applied by the 
Company as a single premium at the Company's 
rates published and in force at this date, either, 
first, to the purchase of non-participating term 
insurance for the full amount insured bj this 
policy, or, second, upon the written application by 
the owner of this policy and the surrender thereof 
to the Company at Newark within three months 
from such non-payment of premium, to the pur- 
chase of a non-participating paid-up policy pay- 
able at the time this policy would be payable if 
continued in force. Both kinds of insurance 
aforesaid will be subject to the same condi- 
tions, except as to payment of premiums, as those 
of this policy. No part, however, of such term 
insurance shall be due or payable unless satis- 
factory proofs of death be furnished to the Com- 
pany within one year after death; and if death 
shall occur within three years after such non-pay- 
ment of premium and during such term of insur- 
ance, there shall be deducted from the amount pay- 
able the sum of all the premiums that would have 
become due on this policy if it had continued in 
force." 

In endowment policies the following will be 
added to the above: 
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"If the reserve be more than enough to pur- 
chase temporary insurance as aforesaid to the end 
of the endowment term, the excess shall be ap- 
plied to the purchase of pure endowment insur- 
ance, payable at the end of the term if the insured 
be then living." 

The insertion of this clause, and the with- 
drawal of the words "all previous payments 
made thereon shall be forfeited to the Company," 
are the only changes requisite for the adoption of 
the proposed non-forfeiture plan. 

Some explanations will be proper now to show 
how the plan compares with the provisions of the 
several laws recently passed by some of the States 
to prevent forfeitures; how it compares next with 
the non-forfeiture plans recently adopted by sev- 
eral leading companies; and next how it compares 
in respect to the amount of paid-up insurance with 
the present practice of the (Company. 

The first law on the subject was in Massachu- 
setts in 1861, drawn by Elizur Wright, and appli- 
cable only to companies incorporated by that 
State. It prevented forfeitures by applying four- 
fifths of the reserve after deducting indebtedness to 
carry the insurance as far as the four-fifths would 
suflSce at net rates. Actuaries, Experience and 4 
per cent, interest; proofs of death within 90 days, 
forborne premiums with interest to be deducted; 
thus, a man insured at age 40 for $10,000, annual 
premium for life $320, after paying ten premiums 
makes default, his net reserve is $1,629.67, four- 
fifths of it, $1,303,74, will at net rates carry his 
$10,000 8 years and 141 days from the time of his 
default, when the liability will cease and nothing 
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be payable by the Company at his death; at his 
death within the 8 years and 141 days, the |10,000 
will be payable less the eight forborne premiums 
of |320, each with interest at 6 per cent. Mr. 
Wright has been for years past very emphatic in 
declaring this law altogether insufficient to meet 
what the companies ought to do. 

By oup proposed plan, the policy would be car- 
ried for 9 years and 235 days instead of 8 years 
and 141 days, and if the insured should die within 
three years after default the three forborne pre- 
miums would be deducted — but if after three years 
they would not be. Our plan then is much more 
liberal than the Massachusetts. We give the 
entire net reserve American Experience, 4 per 
cent, interest, i. e., |1,571.94, to buy temi)orary 
insurance, not at net but at loaded rates, accord- 
ing to a table of single premiums to be published 
in our circulars. The loaded rates are higher by 
20 per cent, than the net ones, and consequently 
the net reserve by them would buy less insurance 
than by net rates. There would be no reason for 
deducting any forborne premiums whatever, 
except for the possibility that in the case of per- 
sons who knew that death was near, default would 
be made for that reason alone; hence the deduc- 
tion we make of premiums if death occurs within 
three years. It is intended to guard against unfa- 
vorable selections against the Company. Our 
loaded single premiums are at 4 per cent, interest, 
American Experience Mortality; consequently we 
charge participating rates for non-participating 
insurance. 
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In New York State a law was passed in July last, 
to go into effect next January, which is applicable 
to companies incorporated there: it provides for 
non-forfeiture by applying the net reserve at Amer- 
ican Experience 4i per cent, interest on demand by 
the insured and surrender of his policy within six 
months from lapse, to the purchase either of tem- 
porary insurance or a paid-up policy, at the option 
of the owner, according to the single premiums 
for each published by the company. But the law 
permits its provisions on this subject to be waived 
by an express agreement in the application for 
insurance and notice of such waiver in red ink 
on the face or margin of the policy. Our plan is 
more favorable to the insured than this law, 
because it gives the net reserve at 4 per cent, 
instead of 4^ ($1,571,94 instead of |1,481.07 in the 
above case), and does not limit the insured to six 
months or any time for demand and surrender. 

Non-forfeiture laws have also been passed in 
Maine, Missouri, California, and doubtless will be 
passed soon in others. The provisions of all as yet 
passed are similar, in a general way, to that of 
New York, but differ in particulars. It will not 
be necessary to give these particulars. The plan 
we propose is more liberal to the insured than the 
terms of any of these laws, and consequently we 
shall be free from any difficulty or controversy on 
this head in any of the States. We shall more 
than meet the requirements of each of them. 

In comparing our plan with the insurance val- 
ues offered by leading companies in their recently 
revised policies, i. e., the Mutual Life, United 
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States, Equitable, and Maine Mutual, and in com- 
paring it also with the values which we have been 
in the habit of giving, I will have recourse to the 
following table, which shows the particulars in 
both comparisons quite fully and clearly. 

It thus appears that the proposed scheme is 
more favorable than any yet offered. I think, 
also, that it will not, as compared with our present 
practice, be a loss to the Company in a pecuniary 
way. The Company, I think, will receive as much 
from the margins involved in the exchanges as it 
now receives from exchanges and lapse. This, 
however, cannot be stated with exactness. 

That it will be a great advantage to the Com- 
pany, in all other respects, seems to me certain. 
Every policy-holder can tell for himself what will 
be the consequences of non-payment of premium. 
He will have a definite measure of valuation in his 
policy itself, clear and fixed; the net reserve at 
American Experience and 4 per cent, interest 
being always readily ascertainable. The single 
premiums to be charged by the Company will be 
published in its circulars, obtainable by all. The 
reproach so long standing, and lately become so 
widespread and injurious to Life Insurance, of 
taking money without any adequate return, will, 
so far as this Company is concerned, be no longer 
deserved. Nothing will be left in this important 
respect to the Company's discretion. Everything 
will be regulated by the contract, and will make 
it impossible for the insured to allege that he was 
deceived, or has been imposed on. The more lib- 
eral terms offered by this Company than by any 
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other, will not be overlooked by the public, cer- 
tainly not by the Company's solicitors and agents, 
and will tend to secure the favor always and every- 
where due to just dealings. The tables of single 
premiums are herewith submitted: 

1st. A single premium life table to secure 
|1,000, payable at death. Computed at American 
Experience, 4 per cent, interest, with a loading of 
an annuity at each age, of $2.50 per |1,000, and 5 
per cent, of the gross premiums, slightly adjusted 
at the ages below 33. 

2d. A single premium term table, for |1,000 
for a specified term of years. Computed at Amer- 
ican Experience, 4 per cent, interest, 20 per cent, 
loading with slight adjustments. 

3d. A single premium endowment table. Amer- 
ican Experience, 4 per cent, interest, with a load- 
ing of an annuity at each age, of |2.50 per |1,000, 
and 5 per cent, gross premium. 

The approval by the Board of the plan thus pro- 
posed would be affected by the adoption of the 
following resolutions, which I would respectfully 
recommend: 
Resolved: 

I. That in all policies hereafter to be issued, 
there be inserted, and to all existing policies 
(except those calling for paid-up insurance propor- 
tioned to premiums paid), there be attached when 
desired by the holders, and applied in fact by the 
Company, the following stipulation: 

"But ^hen, after two full annual premiums 
shall have been paid on this policy, it shall cease 
or become void solely by the non-payment of any 
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premium when due, its entire net reserve by the 
American Experience Mortality and interest 
at four per cent, yearly, less any indebtedness to 
the Company on this policy, shall be applied by 
the Company as a single premium at the Com- 
pany's rates published and in force at this date, 
either, /?rst, to the purchase of non-participating 
term insurance for the full amount insured by this 
policy, or, second^ upon the written application by 
the owner of this policy, and the surrender thereof 
to the Company at Newark within three months 
from such non-payment of premium, to the pur- 
chase of a non-participating paid-up policy, pay- 
able at the time this policy would be payable if 
continued in force. Both kinds of insurance afore- 
said will be subject to the same conditions, except 
as to payment of premiums, as those of this policy. 
No part, however, of such term insurance shall be 
due or payable unless satisfactory proofs of death 
be furnished to the Company within one year after 
death; and if death shall occur within three years 
after such non-payment of premium, and during 
such term of insurance, there shall be deducted 
from the amount payable the sum of all the pre- 
miums that would have become due on this policy 
if it had continued in force.'' 

In endowment policies the following will be 

added to the above: 

"If the reserve be more than enough to purchase 
temporary insurance as aforesaid to the end of the 
endowment term, the excess shall be applied to 
the purchase of pure endowment insurance pay- 
able at the end of the term if the insured be then 
living." 

II. That the several tables of single premiums 
for paid-up and term insurances, for paid-up life 
and endowments, respectively submitted by the 
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Mathematician in his report, be adopted and pub- 
lished as the Company^s rates in applying net re- 
serves to the purchase of said two kinds of insur- 
ance in lieu of policies lapsed by non-payment of 
premium. 

III. That the foregoing plan be carried into 
practical operation as soon as the officers can 
have the necessary printing done and arrange- 
ments completed. That its provisions shall be 
applicable in case of all policies lapsed since June 
30th last. 

In addition to the foregoing, but in nowise a 
part of the proposed non-forfeiture plan, I desire 
to submit for adoption by the Board a table of 
non-participating life rates, and of rates for 
annuities. These rates are not much used by the 
Company, but in occasional instances are called 
for. 

Resolved, That the table of non-participating 
premiums for policies and for annuities presented 
by the Mathematician, and computed on the basis 
of interest at five per cent, per annum, American 
Experience Mortality for policies and Carlisle 
Mortality for annuities, with a loading of $2.50 
per annum for each $1,000 insured, and also a 
loading equal to five per cent, of the gross pre- 
mium, with an additional loading of two and one- 
half per cent, on the amount of the annuity, be 
adopted. 

Respectfully submitted, 

(Signed) AMZI DODD, 

Mathematician. 
Newark, September 18, 1879. 
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TO THE DIRECTORS 

or THB 



Gentlemen: 

Fop several years past, the dividends of the 
Company paid during any given year have 
been computed by the Mathematical Department 
in advance, during the latter half of the preceding 
year. In 1880, for example, the dividend payable 
to each participating policy in 1881 was computed 
before the business of 1880 had been closed, or the 
results of it definitely known. This peculiar and 
seemingly premature course was made necessary 
when the Company, in 1874, resolved, in common 
with companies generally, to distribute in each 
year the surplus of the year before. The practice 
originally was, to allow three years to intervene 
between the year in which the surplus arose and 
the year in which it was distributed. The interval 
was afterwards shortened to two years, then to 
one, and, lastly, was entirely dispensed with; so 
that under our present plan, a policy issued, say 
on the 10th of January, 1880, received its first divi- 
dend on the payment of its second premium, Jan- 
uary 10th, 1881. Our fiscal or business year, from 
January to January, is not in fact our dividend 
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year, because a policy issued in December is pre- 
sumed to receive, in the following December, the 
surplus arising between ^these months. But, in 
point of fact, the dividend of such policy is com- 
puted on the same assumptions with the earliest 
policies and with all policies issued in the same 
fiscal or calendar year. 

From this it is apparent that, as I have stated 
in former Reports, the calculation of dividends is 
made upon the belief, instead of the actual ascer- 
tainment, that the surplus will be sufficient to pay 
them. Our experience has not shown any diffi- 
culty, however, in the workings of this system. 
Our approximate estimates have always been 
made with a view to leave our aggregate dividends 
less than our expected surplus; and this has been, 
in every instance, the actual result. Thus, our 
dividends computed in 1878 amounted to f 1,436,- 
349.19, and proved to be less than our surplus, 
subsequently ascertained, by the sum of |921,- 
075.46. Dividends computed in 1879 were |1,418,- 
323.40, which amount was less than surplus by 
1937,191.70. Dividends computed in 1880 were 
fl,433,853.97, which amount was less than sur- 
plus by 1481,874.61. 

It will be observed that the last-named sum is 
largely in reduction of the excess in the previous 
year. This reduction of about |455,000 indicated 
a falling off in the sources from which surplus 
could arise. The falling off was not unexpected. 
The altered conditions of business and the dimin- 
ished value of money, tendered inevitably to pro- 
duce it. In 1880, before the dividends were com- 
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puted, it was a question whether, as Mathemati- 
cian, I ought not to advise a change in the assump- 
tions or data on which their computation was 
based. It seemed to me, however, unnecessary, in 
view pf the large unapportioned surplus on hand; 
and, accordingly, no change was suggested. 

During the present year, I have considered the 
question again, and am of opinion that the time 
has come when a change should be made; and, 
having given time and reflection to the prepara- 
tion of a reduced dividend scale, would respect- 
fully submit it to the Board. 

It will be most easily understood by stating its 
general features, in comparison with the general 
features of the dividend scale now in use. Before 
doing this, it should be said that the substantial 
sources of surplus are three: First j because our 
tables of premiums are based on the idea that our 
investments will yield four per cent, interest, 
whereas they yield more; second, they are based on 
the further idea that our members will die as fast 
as the mortality table predicts, whereas, upon the 
average, they do not; thirds we add to our net 
premiums a margin to cover the expenses of the 
business, and such margin is always found to be 
larger than the expenses. 

Each participating policy (and, in fact, any 
policy) yields something to surplus; and the first 
aim of every fair dividend system is to give to each 
policy entitled to share in surplus,^ the amount 
which it in fact yields to the surplus. It is impos- 
sible to ascertain this with exactness. It can only 
be reached with approximate correctness. To 
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attempt to do more than preserve the general and 
palpable equities among the different ages and 
classes of policies, is to become involved in refine- 
ments and discussions at once perplexing and use- 
less. 

Thus much having been premised, the general 
features of our present plan are these: 

1. As to interest. We assume the total inter- 
est arising from investments during the year to be 
seven per cent, on the total policy reserve on par- 
ticipating policies. This, it will be observed, is 
a different thing from assuming it to be seven per 
cent, on the total amount of our assets, which is 
larger than our reserve. The difference between 
seven per cent, and four, i. e., three per cent., on 
each policy's reserve is thus taken as so much sur- 
plus for each separate policy; and it will obviously 
be greater and greater to the same policy with 
each year it continues to run, because the reserve 
constantly increases in amount. 

2. The next source of surplus is from that part 
of the premium margin which is not used for 
expenses. Our present system assumes that thir- 
teen per cent, of the gross premium will be needed 
for expenses; the balance of the margin, after 
deducting this thirteen per cent., is given to each 
policy as part of its dividend. 

3. As to mortality, our present system assumes 
that the deaths among members will be only 
ninety per cent, of the number shown by the table, 
thus leaving a gain from the remaining ten per 
cent. 

Where policies are paid-up, the expenses of car- 
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rying them are less, because there are no pre- 
miums to be collected, and no commissions op 
other agency expenses attached to them. Divi- 
dends to such policies are made by allowing them 
surplus from interest and from mortality, and 
charging them one-half of one per cent, on their 
reserve towards the Company's general expenses. 

The foregoing are the general features of our 
system, as applied for several years, and now being 
applied in the dividends payable in 1881. 

The general features of the new and reduced 
scale now to be submitted are as follows: 

1. Instead of assuming that the interest from 
the Company's investments amounts to seven per 
cent, on its participating policy reserve, we assume 
that it will amount to six per cent. This makes 
a difference in surplus to each policy of one per 
cent, on its reserve. 

2. Instead of charging each policy with thir- 
teen per cent, of its gross premium for its share of 
the expenses, and giving it what is left for its sur- 
plus from margin, we charge each policy but ten 
per cent, of its gross premium, but add to this 
charge one-half of one per cent, on its reserve, and 
give what is left of the margin for surplus. 

3. As to mortality, no change is proposed. 
The ninety per cent, assumed now will be con- 
tinued. 

To show what amount the surplus to an ordi- 
nary life policy is from each of the three sources 
named, according to our present assumptions and 
according to the proposed ones, see the following 
table: 
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COMPUTED DIVIDENDS ON LIFE ANNUAL POUCY. ISSUED AT 
AQE 35. Si.ooo. PREMIUM, $26.00. 



First Year— 


Margin 
Surplus, 


Interest 
Surplus, 


Mort. 
Surplus, 


Total. 


Old Basis 


$3.78 ., 


... $.57 .. 


.. $ .88 . 


... $5.23 


New ** 


4.47 . 


... .38.. 


.. .88 . 


. . . 5.73 


loTH Year— 










Old Basis 


3.78 . 


... 3.91 .. 


.. .95 . 


... 8.64 


New *» 


.... 3.91 . 


... 2.61 .. 


.. .95 . 


. . . 7.47 


20TH Year— 










Old Basis 


3.78 . 


... 8.85 .. 


.. 1.23 . 


... 13.86 


New ** 


3.09 . 


... 5.90 .. 


.. 1.23 . 


... 10.22 


37TH Year— 










Old Basis 


3.78 . 


... 18.54 .. 


.. 2.59 . 


... 24.91 


New *♦ 


1.47 . 


. .. 12.36 .. 


.. a.59 . 


... 16.42 



Haying thus exhibited the comparative features 
of the two dividend systems and their operations 
upon a single policy as an example, the questions 
arise, what saving or reduction will be effected by 
the new plan over the present one, in the total 
amount of the dividends for the next year (1882)? 
and next, what will be the operation of the new 
plan, as between the different ages and classes of 
policies? In other words, will the equitable pro- 
portions between them be preserved as well as 
hwetofore? 

As to the amount of saving to the Company, I 
think, after as careful an estimate as I can make, 
that the difference between total dividends in 1882 
under the present plan and under the reduced one 
will, in round numbers, be |264,000. I think this 
reduction is not greater than it should be, if we 
adhere to the conservative views on which we have 
hei^tofore acted. The great reduction in interest 
— five per cent, being now esteemed good where 
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seven was once easily obtained — tells powerfully 
on dividends; and this circumstance has led me — 
and I think also the Company's officers generally 
— ^to regard a reduction of dividends as only a 
question of time. 

Taking the several years — 1877 to 1880, inclu- 
sive — there appears upon a careful estimate of the 
interest earned in each year by the Company's 
investments, a steady decline — measuring the 
interest earned in each of those years by its per- 
centage of the Company's total participating 
reserve — which, for the purposes of dividends, is 
the appropriate test. Thus, in 1877 the interest 
earned was 7.51 per cent, of such reserve; in 1878 
it was 7.23; in 1879, 6,93; in 1880, 6.13; in 1881, as 
nearly as can be estimated on similar methods and 
data it will be 5.38. (This is after taking out of the 
interest earned, the amount of four per cent, on 
the non-participating reserve.) This latter rate, 
it will be noticed, is less than the rate which we 
assume as one of the data in our new plan, i. e., 
six per cent. This natural and inevitable falling 
off in interest, taken in connection with the fall 
ing off last year in our unapportioned surplus, 
indicates with unmistakable clearness, I think, 
that this year we should begin to reduce. If we 
should go on as heretofore, paying dividends in 
1882 by the same principles as in 1881, the unap- 
portioned surplus of $481,874.61, on hand at the 
beginning of the year, would, in all probability, 
be entirely extinguished, with a deficiency besides. 

To show how the dividends to different ages 
and classes of policies will be affected by the 
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change, the following table has been prepared, 
exhibiting what, in several different instances, the 
dividends of 1882 would be under the present sys- 
tem, if continued, as compared with dividends 
under the new system, if adopted: 

MEJ>VCJBJ> DIVIDENDS OP 1S83 COMPARED WITH DIVIDENDS PAID 
IN 1881. AND THE ADVANCED RATES THAT WOULD BE PAY- 
ABLE IN i88j according TO THE BASIS OP THE DIVIDEND 

OP 1881. 

Percentage of Dividends of 1S82. 



Kind of 
Policy. 


Age at Year of 
issue. Issue. 


HrrBau 


PaidiA'SL 


Buuof'a 






' 1845 . . 


.. 63.8 .. 


. . 92.0 . 


... 94.4 






1855 .. 


.. 49.7 .. 


. . 67.6 . 


. . . 69.9 






1865 . . 


.. 37.8 .. 


. . 46.2 . 


... 48.2 


Life Annual.. 


...35 ^ 


1871 .. 


. . 29.6 . . 


.. 33.2 . 


... 35.0 






1876 . . 


.. 25.5 .. 


.. 25.4 . 


. . . 26.9 






1878 . . 


. . 24.0 . . 


.. 22.7 . 


. . . 24.0 






1881 . . 


. . 22.0 . . 


. 


. . . 20.0 






' 1865 . . 


. . 39.8 . . 


.. 51.2 . 


•.. 53.7 


Life 




1871 .. 


.. 28.6 .. 


.. 33.8 . 


. . 36.0 


20 Premiums . 


....35- 


1877 . . 


. . 22.6 . . 


. . 22.2 . 


. . 24.0 






1879 . . 


. . 20.9 . . 


. . 19.0 . 


. . 20.6 






1881 .. 


. . 19.3 . . 





. . 17.4 






1872 . . 


.. 25.3 .. 


.. 3I.I .. 


. . 33.8 


Life 
10 Premiums . 


....35 • 


1877 . . 
1879 . . 


. . 19.2 .. 
.. 17.2 .. 


. . 19.4 . . 
.. 15.3 .. 


.. 21.5 
.. 17.3 






1881 .. 


.. 15.3 .. 


• • • 


.. 13.5 


Endowments 
20 Years — 


...35 ■ 


' 1861 . . 
1871 .. 
1877 . . 


. 45.5 .. 
. 27.1 .. 
. 19.8 . . 


.. 65.5 .. 
.. 34.1 .. 
. . 19.9 . . 


.. 69.3 
. . 36.8 
. . 22.0 






1881 .. 


. 16.0 . . 





.. 14.I 


Endowments 


1 


1872 . . . 


. 23.1 .. 


. 31.6 .. 


. . 34.9 


10 Years 


...35- 


1878 . . . 


. 14.8 .. 


. 15.2 .. 


.. 17.6 






1881 ... 


. II.4 .. 


. 


. . 10.6 



Paid-up policies will receive about one-third 
less dividend according to the New Basis than 
according to the Old Scale. 

At the risk of wearying patience and perplexing 
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the subject with details, I must advert to the fact 
that in computing diyidends, a distinction is made 
between policies issued under old premium rates 
and those issued under the revised rates adopted 
in 1870. For those issued under the revised rates, 
we calculate the surplus on each policy for itself, 
applying the assumptions mentioned above — that 
is to say, the policies issued in the same year, 
under the ordinary life table, do not all receive 
exactly the same percentage for their dividends, 
whereas all policies issued under the old life 
table do. To illustrate my meaning: suppose two 
ordinary life policies, issued in 1851, the insured 
life in one being age 40, and in the other age 60. 
To each of these policies, the dividends paid in 
1881 are the same percentage of their premiums, 
though, by reason of the difference of their ages, 
their contributions to surplus are different. To 
all ordinary life issues prior to the revised rates, 
an equitably adjusted percentage is applied, de- 
rived from computing the surplus at several ages 
of issue in each year, and adopting the average as 
the common percentage for all the issues of the 
year. Thus, a policy for f 1,000, issued in 1852, at 
age 30, will have a surplus in 1881 of 52.4 per 
cent.; at age 35 a surplus of 53.5; at age 40, 53 per 
cent., and at age 45, 50.3 per cent. The average 
of these four percentages is 52.3, which we adopt 
as the percentage for all issues of that year, with- 
out distinction of age. Under the revised rates, 
no such average is made, but each age of issue 
stands for itself. This distinction between the 
old and revised rates is due to the loading of the 
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old rates, which is lower at the older ages than it 
is at the younger, producing a condition of things 
such, that if the ages were all discriminated for 
dividends, as under the revised rates, irregular- 
ities would be developed, very diflScult and trou- 
blesome to explain to the members, and promotive 
neither of harmony among them or good to the 
Company, The adjustment now used has seemed 
to prevent such difficulties, and has been found 
acceptable in its results — not, indeed, differing 
widely from what they would be under a more 
strict and special procedure. 

A reduction of dividends will doubtless be to 
members more or less a disappointment, and, to 
many, a matter of complaint. Other companies, 
however, have gone before us in reducing; among 
them, two of the largest and best — ^the Connecti- 
cut Mutual, of Hartford, and the Mutual Life, of 
New York — both older and larger companies than 
ours. 

I will add that while regretting a discontin- 
uance of the steady advance which, during the last 
ten years, has been going on in the dividends to 
each ordinary policy for life — a progression which, 
under different conditions of business and of the 
national finances, was looked forward to as not 
unlikely to go on as long as the policy continued 
to run — I am entirely convinced that a change 
must be made. If not made this year, it would be 
unavoidable in 1882; and it can hardly be doubted 
that if postponed till then it would be attended 
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with greater disadvantages than now. My doubt 
has been, whether I ought not to advise a larger 
reduction than that which is proposed. It may 
happen that the actual surplus shown by our bal- 
ance sheet at the beginning of 1882, will be less 
than the total dividends to be paid. This would 
seem a startling result; but, while a result which 
would be matter of regret, it would not justify 
alarm, and would be far from showing insolvency. 
The fact mentioned before must not be overlooked, 
that the dividends are payable throughout the 
course of the year — more than half the total 
amount in the latter half of the year; so that upon 
close computations, we could properly consider 
that during the year in which they were being 
paid, new surplus would arise. This, however, 
is a view referable to the question of solvency. If 
such new surplus should be so required, it would 
be to the exclusion of the dividend the following 
year. 

Upon the best consideration I have been able to 
give, no scheme seems to me upon the whole less 
open to exceptions as to details and amount than 
the one now submitted. It has been carefully and 
minutely studied during the summer by myself 
and the Actuary, Mr. Miller, to whose aid I 
am largely indebted, and whose proficiency in 
the subject makes his aid of the most valuable 
kind. 

I respectfully advise the adoption of the follow- 
ing: 
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Resolvedy That the Mathematician be authorized 
and instructed to compute the dividends payable 
in 1882, in accordance with the methods for a 
reduced scale set forth in his report of this date. 

Respectfully submitted, 

AMZI DODD, 

Mathematician. 
Newark, October 17, 1881. 



Digitized by 



Google 



Digitized by 



Google 



Digitized by 



Google 



1882. 



The Mutual Benefit Life 
Insurance Company, 

Office, 752 Broad St., Newark, N. J. 



OROi^MI2:B£> 1846. 



CHARTER PERPETUAL. 



A.MZI DODD, Prbsidbnt. 

J. B. PEARSON, Vice-President. 

EDWARD L. DOBBINS, - - Secretary. 

THEODORE MACKNET, - - - Treasurer. 

H. N. CONGAR, ... - Adjuster. 

B. J. MILLER, Mathematician. 

F. H. TEESE, Counsel. 



Medioal Examiners. 



Edoar Holden, M. D. 



Geo. a. Van Waobnen, M. D. 



Jos. €• YOUNO, Jr., M. D. 



Henry McParlan, 
Amzi Dodd, 
Theodore Macknbt, 
James B. Pearson, 



Direotors. 

Benj. C. Miller, Wiluam Clark, 

Edward A. Strong, Horace N. Congar, 

Prbd'kT. Preltnghuysen, Prbd'k H. Teese, 
Edward H. Wright, Marcus L. Ward. 



Digitized by 



Google 



STATEMENT, JANUARY 1, 1882. 



Preminins received in 1881 $4,000,S02 46 

Interest reoeiyed in 1881 1,812,920 87 

$€,81S,22S St 

Bali&ot, Jaaiurylst, 1881 32,953,797 82 

838,767,021 15 



CXPCNDITURC8 IN 1881. 

Claims by Death $2,117,101 M 

Endowments and Annuities 8M,180 88 

Surrendered Policiee 484,879 10 

Dividends or Betom Premioms 1,S04,208 87 

(Paid Policy Holders, $4,M6,S80 21). 

Expenses, including Taxes 696,102 16 

Profit and Loss, including deficiency on Foreclosure Sales 

and Premiums on Bonds Purchased 286,667 16 

$6,677,699 66 

Bohnco, JiMiij let, 1882 133,189,621 62 



838,767,021 15 
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A88ET8, JANUARY 1st, 1882. 

Cash on hand and in Banks $607,617 88 

Loans on United States Bonds as Collateral 4,440,000 00 

United States Bonds, par 4,967,000 00 

State, City and Connty Bonds, par 8,062,126 79 

First Mortgage Bonds, Newark & N. Y. R. R 678,000 00 

First Mortgage Bonds, Pemberton & N. T. R R 876,000 00 

First Bonds and Mortgages on Real Estate 7,088,786 62 

Real Estate, Company's Office Building, Newark 288,468 49 

Real Estate purchased on foredosnre. New York and N. J. . 2,466,149 88 

Premimn Loans on Policies in force 8,916,269 51 

Mechanics' National Bank deposit, $676,216 90, valued at 60 

percent 846,180 14 

Premiums in transit, since received 42,888 18 

Agents' balances and cash obligations 84,801 28 

$88,189,621 62 

Interest due and accrued $628,298 26 

Deferred and xmreported Premiums on Policies 

inforoe 269,179 86 882,477 61 

Total $31,072,099 23 

Mabkbt Value of U. S. and othbr Bonds 

▲BOYSPAR $1,882,807 00 

Deduct to meet possible Loss on Real 

Estate taken under Foreclosure . . 100,000 00 

$1,782,807 00 



LIABILITIC8. 

Reserve Fund, four per cent., ( Mass. 

Standard) $82,062,622 00 

Policy Claims in process of adjustment 664,628 00 

Dividends due and unpaid 190,484 08 

Estimated expenses on unreported pre- 
miums, ten per cent 26,917 94 

Premiums paid in advance 7,782 44 $82,841,884 46 

Surplus as regards Policy Holders, par values $1,280,764 7 7 



Surplus as regards Policy Holders, market values. $2,968,071 77 

By the New York standard of computation, the Surplus 

would be $6,168,196 77 

From the Surplus as above a dividend has been declared 
payable on the anniversary of Polioiee entitled thereto. 

Nomber of Policies in foioe, Jannaiy 1, 1882 46,662 

iMTiring $127,411,677 
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REPORT. 



" I "HE Annnal Statement herewith submitted 
-^ in customary form, shows the Company's 
receipts and disbursements during 1881, and its 
assets and liabilities as of January 1st, 1882. 

The difference between the assets and liabilities 
there stated, is termed surplus as regards policy- 
holders, and varies in amount according to the 
assumptions on which it is computed. 

By one mode of computation the surplus is 
11,230,764.77; by a second mode it is 12,963,071.77; 
by a third it is 15,158,196.77. 

The different assumptions which produce these 
different results are three: 

First. — ^The rate of interest: whether taken at 
four, or four and one-half per cent, yearly. 

Second. — The rate of mortality: whether the 
English, or as it is termed the actuaries' table, be 
adopted; or that of the American experience. The 
difference in result reached by adopting one table 
of mortality or the other, is inconsiderable com- 
pared with the difference arising from the use of 
the higher or lower rate of interest. 
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Third. — The value assigned to the (Company's 
United States and other bonds: whether these 
bonds be taken at par; or at the value they possess 
in the market. 

The surplus of ?1,230,764.77 is arrived at by 
taking the above mentioned bonds at their par 
value, and by calculating the Company's liabilities 
on its life risks at four per cent, interest, and 
upon the actuaries' table of mortality. 

The surplus of ?2,963,071.77 is arrived at by 
taking the same bonds at their market value — 
less 1100,000 — and by calculating the liabilities 
on life risks in the same way as last above stated. 

The surplus of ?5,158,196.77 is arrived at by 
taking the bonds at their market value, and cal- 
culating the liabilities on life risks at four and 
one-half per cent, interest, and upon the American 
experience table of mortality. 

The present value of liabilities on policies pay- 
able in the future, will obviously be less if the 
future payments be discounted at the rate of 
four and one-half per cent, yearly, than if discount- 
ed at four per cent This difference of one-halj? 
of one per cent, interest, retaining in the calcula- 
tions the same table of mortality, makes a differ- 
ence of about two millions of dollars in the total 
amount of this Company's indebtedness on its poli- 
cies: that is, in what is usually called its reserve 
fund. 

This difference of two millions of dollars is made 
greater, if in addition to the use of four and one- 
half per cent, interest, the death rate used in the 
calculation be the rate shown by the American 
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experience table, which is somewhat lower than 
that shown in the actuaries' table; because it is 
obvious that the sooner it is assumed that the 
insured will die, the greater will be the present 
value of the liability of the Company on its poli- 
cies. The lower valuation of the liabilities caused 
by the higher rate of interest and the lower rate 
of mortality, is the valuation which is charged 
against the Company by the State of New York; 
and the higher valuation resulting from the lower 
rate of interest and the higher rate of mortality, 
is that which is charged by the State of Massachu- 
setts. 

The utmost amount chargeable against the 
Company for liabilities of every description, calcu- 
lated on the most cautious views, is that set down 
in the statement, viz: 132,841,334.46. Calculated 
on the views deemed prudent and safe by the 
State of New York, the total liabilities are f30,- 
646,209.46. 

Looking to the other side of the account, the 
Company's assets are shown in the statement to 
be 134,072,099.23. This is the value at which they 
stand on the Company's books. Their true mar- 
ket value is greater; how much greater, it is 
impracticable with exactness to say, owing mainly 
to two classes of the assets, to wit: the real estate, 
purchased on foreclosure, and some of the munici- 
pal bonds. 

The real estate purchased on foreclosure is put 
down at its actual cost to the Company. For what 
prices it can be sold, must depend on contingencies 
as to the general conditions of business, in regard 
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to which uncertainty necessarily exists. Many 
pieces of such real estate are expected to yield a 
handsome profit on their cost: others may be sold 
at cost, and some perhaps for less. Upon careful 
estimates, however, it is believed that this class of 
the assets is to be regarded, to say the least, as 
substantially good; although as appears in the 
statement, $100,000 in round numbers has been 
deducted from the market values over par of the 
United States and other bonds, as a margin to the 
value of such real estate. 

The municipal bonds referred to as of less defi- 
nite assignable value than the other classes of 
assets, are those of the cities of Rah way and Eliza- 
beth; the amount of the principal of the Rah way 
bonds being $112,000, and that of the Elizabeth 
bonds being $955,000. In the market values 
shown in the statement, the former are taken at 
thirty per cent, of their principal, and the latter 
at fifty. The pending negotiations with the city 
of Elizabeth contemplate new bonds for the full 
principal, bearing low rates of interest at first, 
and gradually increasing to four or five per cent.; 
so as to make the new bonds equivalent to securi- 
ties bearing interest throughout their whole term 
at three and one-half per cent, yearly. A settle- 
ment of both these classes of defaulted bonds will 
be effected as speedily as possible on the part of 
the CJompany. 

From the surplus of $1,230,764.77, which, as 
above explained, is the difference between the lia- 
bilities at their maximum, and the assets at their 
minimum valuations, dividends will be paid to all 
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participating policies on their premium anniver- 
saries respectively during 1882. Dividends are 
made, as far as may be, upon the principle of re- 
turning the surplus to policies in proportion as 
they have severally contributed to produce it. A 
chief source from which surplus arises being the 
excess of interest received by the Company on its 
invested policy reserves, over the assumed rate of 
four per cent, yearly, it follows that the older a 
policy is, and the larger its reserve, the greater is 
its contribution to surplus from such excess of 
interest. The diminution in ratea of interest that 
has been taking place throughout the country, has 
unavoidably affected the surplus of the Company, 
and necessitated a reduction of dividends, greater 
on older policies than on younger ones. The Com- 
pany's calculations of premiums and reserves 
being founded on the expectation of four per cent, 
interest on its investments, it follows that if the 
interest actually yielded by investments should 
not exceed that rate, dividends from that source 
would cease. Such a state of things, however, 
while supposable, is quite unlikely to occur. 

To the foregoing explanations of the statement 
I will add, that my connection with the Company 
as mathematician has made me more minutely con- 
versant with its liabilities than with the details 
of its assets. The duties of the presidency, which 
I have so lately assumed, will familiarize me with 
every department of its affairs. With a deep 
sense of the responsibilities which these duties 
involve, it will be my earnest endeavor to perform 
them with fidelity and thoroughness to the utmost 
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of my ability, trusting thereby, with the aid of the 
directors and officers, to promote the Company^s 
genuine success, and enable it to meet the just and 
reasonable expectations of its members. 

Respectfully submitted, 

AMZI DODD, 

President. 
Newark, January 26, 1882. 

At a meeting of Directors, held January 26, 
1882, a resolution was adopted directing the pay- 
ment of losses, hereafter, as soon as the claims and 
proofs have been completed and approved, with- 
out waiting for the expiration of the ninety days 
prescribed in the policy contracts of the Company. 
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STATEMENT, JANUARY 1, 1883. 



Preminins receiyed in 1882 $4,048,818 22 

Interest and Net Rents receiyed for 1882 1,810,417 40 

Profit and Loss 18S,660 77 

$6,087,790 48 

Balance, Jannary Ist, 1882 33,189,621 62 

$39,227,421 10 



EXPENDITURES IN 1882. 

Claims by Death $2,867,168 86 

Endowments and Annuities 278,825 88 

Sorrendered Policies 668,489 8« 

Dividends or Return Premiums 1,207,887 66 

(Paid PoUcy Holders, $4,406,271.61). 

Taxes 114,860 96 

Expenses, including Agents' Commissions, Advertising, 

SaUriee,&c 670,608 86 

$6,091,780 98 

Balance, Jannary Ist, 1883 34,135,690 17 



$39,227,421 10 
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A88KT8, JANUARY I St. 1883. 

Onsh on hand and In Banks $8M,<H9 92 

Loans on Ck>llateral. U. S. Bonds, and other secnrities lt,440,000 00 

United States, City and Connty Bonds, at par yalnes, except 

Elizabeth and Bahway Bonds (yalned at 50 per cent. 

and 86 per cent., respeotiyely) 6,8(0,024 81 

Pirst Mortgage Bonds, Newark and N. T. B. R (78,000 00 

First Mortgage Bonds, Pemberton and N. T. R. R 875,000 00 

First Bonds and Mortgages on Real Estate 6,656,8(8 42 

Real Estate, Ck>mpany 's Office Building, Newark 200,000 00 

Real Estate purchased on foreclosure in N. T. and N.J 2,266,708 80 

Loans on Policies in force 8,908,884 88 

Premiums in transit, since receiyed 45,971 07 

Agents' balances and Cash obligations 1,208 27 

$84,185,690 17 

Interest due and accrued. $602,457 82 

Deferred and unreported Premiums on Poli- 
cies in force 267,200 87 

868,658 69 

ToUl $35,005,318 86 

LIABILITIK8. 

Reserye Fund, 4 per cent., (Massachusetts 

Standard) $82,918,809 00 

Policy Claims in process of adjustment 814,991 00 

Diyidends due and unpaid. 192,950 87 

Estimated expenses on unreported pre- 
miums, 10 per cent 26,720 09 

Premiums paid in advance 5,748 98 



88,458,714 44 



Snrpltts $1,551,634 42 



From the aboye Surplus, a dividend has been declared to 
each policy entitled thereto, payable on its anniyersary 
in 1888. 
At market values instead of par, as above, the Surplus 

would be $2,901,905 56 

By the New York standard, (Reserve Fund four and a half 

per cent., and market values), the Surplus would be. . $5,118,816 56 

Kximber of Policies in foroe, Jannary 1, 1883 47,837 

InsTuing $129,619,105 
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REPORT. 



THE Annual Statement herewith submitted 
presents first, the Company's revenue 
account, showing receipts and disbursements dur- 
ing 1882; and second, its balance sheet, showing 
assets and liabilities as of January 1, 1883. 

By comparing this statement with that of the 
preceding year, an increase will be seen to have 
taken place in the number of the Company's poli- 
cies, in its assets and in its surplus. The number 
of policies and the amount of assets are each 
greater than at any former time. 

At the beginning of 1882 there were in force 
46,652 policies insuring the aggregate sum of 
f 127,411,677. At the beginning of 1883 there were 
in force 47,837 policies insuring $129,619,105, 
being an increase, during 1883, of 1,185 policies. 
This increase is a favorable continuation of the 
growth in membership which, with some yearly 
variations, the Company has hitherto experienced. 
The average yearly increase in the number of out- 
standing policies during the period of ten years 
next prior to 1882 was 799; and during the period 
of five years next prior to 1882 it was 669. 
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The gross assets at the beginning of 1882 were 
134,072,099.23. At the beginning of 1883 they 
were 135,005,348.86. 

The surplus as to policy-holders at the begin- 
ning of 1882 was $1,230,764.77. At the begin- 
ning of 1883 it was $1,551,634.42. 

There has been a favorable decrease in the death 
losses during 1882 compared with those during 
the preceding year: the amount of such losses in 
1881 being f 2,387,669, and in 1882, $2,115,439: a 
decrease of $272,230. 

In consequence, however, of the change in the 
Company's practice, by which losses are now paid 
upon the completion and approval of the proofs 
of death without waiting for the expiration of the 
time named in the policy, the amount actually 
paid for death claims in 1882 is larger than in 
1881: leaving the amount of policy claims in pro- 
cess of adjustment at the beginning of the present 
year less than the year before by the sum of $249,- 
537. 

The period of ninety days after notice and 
proofs of death has until recently been reserved 
in the Company's policies before payment of 
claims. In the revised policy, adopted during the 
past year, and to which much careful attention 
has been given, this period has been shortened to 
sixty days. By resolution of the board, this latter 
reservation does not delay payment of claim 
immediately on completion of satisfactory proofs. 
Where proofs are unsatisfactory, the sixty days 
afford time for the further inquiry that may need 
to be made. 
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other more important features of the revised pol- 
icy are its provisions enlarging the limits of resi- 
dence and travel, and freeing the contract from 
grounds of dispute. The insured must reside in 
those parts of the United States that lie at least 
one hundred miles from the Gulf of Mexico, or in 
the Dominion of Canada, or in Europe or in Japan, 
and not elsewhere without written permission of 
the Company first obtained. For three years from 
the date of the policy, travel by the insured is 
restricted to points within, and to voyages be- 
tween, the above limits. After three years jour- 
neys for business or pleasure may be made with- 
out any restriction. After three years from its 
date, the policy is not rendered void by any erro- 
neous statement contained in the application and 
declaration on which the policy is issued, unless 
such erroneous statement shall be shown to be 
material, and to have been made with intent to 
deceive or defraud the Company. Any error made 
in understating the age of the insured will be 
adjusted by the Company, paying such amount as 
the premium paid would purchase ^t the table 
rate. If the death of the insured shall result from 
the intemperate use of stimulants or narcotics, or 
if he shall die by his own hand, or in consequence 
of the violation of any law, or by the hands of 
justice, the policy will be void. If, however, it 
shall be shown that the insured at the time of tak- 
ing his life was insane, the Company will pay the 
sum insured, or else refund the premiums actually 
received, with interest, according to its judgment 
of the equities of the case. 
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These features of the revised contract were 
advisedly adopted, and are believed to be liberal 
to the insured, safe for the Company, and right in 
themselves. While not rendering the policy at 
any time altogether incontestable, it will be seen 
that the grounds on which, after three years from 
its date, the policy can be contested, arise only 
from a fraudulent purpose in the applicant to 
whom the policy is issued, or from the criminal 
self-destruction of the insured. The liberal pro- 
visions of the contract lend no encouragement to 
willful suicide or fraud. 

Careful attention has also been given, during 
the year, to the condition and value of the Com- 
pany's assets. Their aggregate amount, shown 
by the statement, is $35,005,348.86. It is impor- 
tant to observe how the valuations of the different 
classes of assets comprising this aggregate are 
made. Those classes having a market value 
above par are put down in the statement at par, 
while those having a value less than par, or less 
than their cost, are put down at the actual present 
value which, upon conservative estimates, they are 
believed to possess. This deduction from par or 
cost values was not made in the assets last year, 
and, in comparing the statement of last year with 
the statement of this year, this change must be 
noted. The assets from which this deduction has 
been made are, first, the bonds of the City of Rah- 
way at par, f 112,000, and of the aty of Elizabeth 
at par, f 954,000. 

Both these defaulting cities have recently made 
official offers of settlement with their bondholders; 
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the City of Eahway upon the basis of thirty-five 
per cent, and the City of Elizabeth upon the basis 
of fifty per cent, of the principal and interest 
accrued on their bonds. 

This Company, after full consideration of the 
facts in each case, has deemed it in the interest of 
its members, to agree to concur with the other 
bondholders of these cities respectively in accept- 
ing the settlements proposed. Whether such gen- 
eral concurrence, now being solicited by the au- 
thorities of these cities, shall or shall not be 
secured, there seems no reason to doubt that the 
bonds in question, now held by the Company, are 
safely stated in their assets at the valuations of 
thirty-five and fifty per cent, respectively. 

The second and third kinds of property from 
which such deductions have been made are the 
Company's Home Office and its real estate taken 
under foreclosure. 

The lot and building occupied by the Home 
Office have, for several years, been put in the 
assets at $283,453.49, the cost. This property is 
now put at f 200,000, a sum probably nearer the 
price it could be expected to bring if offered for 
sale. 

The real estate purchased under foreclosure is 
situated in the States of New York and New 
Jersey. The total cost as of January 1, 1883, is 
$2,566,795.80. A special committee of the Direc- 
tors was appointed early in the year to examine 
critically the Company's real estate, and report as 
to its character and value. Their report recently 
made shows a less favorable estimate of some of 
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the parcels than had previously been taken. Apply- 
ing to the valuation of the real estate as a whole, 
the cautious views which the depreciation of real 
estate values in general has produced, a reduction 
of $300,000 has been made from this item of pro- 
perty, by reason of which it is set down in the 
statement at |2,266,795.80. 

The foregoing deductions from municipal bonds 
and real estate being in all f 933,253.49, together 
with the sum of |71,644.81 charged off for loss and 
deficiencies occurring in 1881 and in previous 
years, amount to $1,004,898.30, which deducted 
from the sum of $1,188,468.07, the total premiums 
or excess realized over par values of securities sold 
during 1882, leaves the sum of $183,569.77, which 
appears as the profit and loss item in the state- 
ment among the receipts of the year. 

The above sum realized as premiums arose from 
the sale of bonds which could not have been held 
till maturity without the injurious sacrifice of 
such premiums, and their sale has enabled the 
Company to make the above deductions on 
account of depreciated assets. 

The difference between the total assets valued 
in the manner thus explained, and the Company's 
total liabilities, is the surplus sum of $1,551,634.42. 
But many of the securities which in this way of 
calculating the surplus are taken at par, have in 
fact, a present market value largely in excess of 
the par at which they are valued. The securities 
having this market value are First Mortgage 
Railroad bonds, United States bonds, and City 
and County bonds, amounting in the aggregate 
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at par to |7,807,924.81. The estimated market 
value of such bonds is greater than the par by the 
sum of f 1,350,271.14, which excess, if it were to 
be treated as reliable means to meet the Com- 
pany's liabilities in the future, would make its 
reliable surplus |2,901,905.56 instead of |1,551,- 
634.42. But this excess from market values can- 
not properly be regarded as such reliable means, 
for the obvious reason that if the securities should 
not be sold, but held till maturity, the excess 
would cease to exist. 

The Company's total liabilities calculated in 
the manner which raises them to the maximum 
amount, are $33,453,714.44. Calculated in the 
manner which is the legal method of testing sol- 
vency in the State of New York, the liabilities 
would be less by the sum of $2,211,910, and the 
Company's surplus by this method and at market 
values would be $5,113,815.56. 

This larger surplus, however, must not be con- 
sidered of importance, except for the purposes of 
illustration and comparison. The true method 
of ascertaining our liabilities is that which raises 
them to the larger amount. 

The expenditures during 1882 are the sum of 
$4,406,271.61 paid to policy-holders; the sum of 
$114,850.96 paid for taxes, which include the 
license fees and legal impositions besides taxes 
on the Company's property in New Jersey and 
elsewhere, and the sum of $570,608.36 paid for all 
expenses, including agents' commissions, adver- 
tising, salaries, legal and medical fees, &c. 
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The total expenses exclusive of taxes, were less 
in 1882 than in 1881 by the sum of |65,687.98. 

The sum of $114,850.96 paid for taxes in 1882 
is greater than that shown in 1881 by the sum 
of $55,785.14. This increase is mainly due to the 
fact that the taxes paid by the Company's Trustee 
in charge of its real estate taken under foreclosure 
are included in taxes paid in 1882, and were not 
included in 1881 and in previous years, but were 
charged to real estate account. 

The liabilities consist of four items besides the 
principal one, which is the Reserve Fund. These 
four items are: 1. Policy claims in process of 
adjustment. 2. Dividends due and unpaid. 3.Esti- 
mated expenses on unreported premiums. 4. Pre- 
miums paid in advance: the four together amount- 
ing to $540,405.44. 

The reserve fund is $32,913,309. In regard to 
this fund a few explanatory words may be useful: 
each policy is credited on the Company's books 
with a separate reserve according to its age, kind 
and amount. It arises from the single circum- 
stance that the risk of death (and therefore the 
cost of insurance) increases with each year of life, 
while the premium which is paid on the policy 
differs in amount from the cost of insurance. How 
this cost of insurance, or, in other words, the 
amount of losses from deaths, goes on increasing 
each year, is interesting and instructive to notice. 
Out of 1,000 persons, living at the age of 35, our 
American Experience table of Mortality shows 
that nine will die in the ensuing year. Out of 
1,000 living at the age of 45, eleven will die; out 
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of 1,000, at 55, eighteen; out of 1,000, at 65, forty; 
out of 1,000, at 70, sixty-two; out of 1,000, at 80, 
one hundred and forty-five; at 85, two hundred and 
thirty-six; at 90, four hundred and fifty-four; at 92, 
six hundred and thirty-five; at 94, ^ght hundred and 
fifty-seven; at 95, one thousand — ^that is to say, by 
the table, life is not extended beyond 96. 

From the above figures it appears how the cost 
of insurance increases yearly. This increasing 
cost would be the natural premium. For the sake 
of convenience, the sum ordinarily agreed to be 
paid in each year is different, and is called the 
artificial premium. During many years after the 
policy is issued, the artificial premium is greater 
than the natural, and in after years it is less. In 
the case of a policy issued at the age of 35, the 
artificial premium is greater than the cost of insur- 
ance till the insured reaches the age of 56. After 
that age it grows rapidly less. 

Out of this state of things arises the whole mat- 
ter of reserves so fundamental and so much dis- 
cussed in life insurance. Simple as it is when 
stated, it is remarkable how often it is imperfectly 
or obscurely conceived. If the policy contract, 
instead of calling for the same premium each year, 
should call for the gradually increasing natural 
premium, there would be no need of reserves or 
accumulated funds. The Company and its mem- 
bers would do business on the rule of "pay as you 
go.'' The policy-holder would get yearly the 
equivalent of his money paid. But under the sys- 
tem almost universally in use he pays largely in 
advance, and the Company holds the money to 



Digitized by 



Google 



14 

offset against insurance in after years when the 
insured does not wish to be called on for larger 
payments. The reserve fund thus arising is some- 
times called the wealth of Life Insurance Com- 
panies. It is obviously not such; but a debt from 
the corporation to its members: a great trust fund 
confided to the managers. 

The foregoing will serve to indicate several 
points to which only a brief reference need now 
be made: Firstly — The paramount importance of 
keeping an ample reserve fund securely invested. 
It is vital to the fulfillment of the Company's con- 
tracts with its members. Secondly — ^Why it is 
that a company should make an equitable allow- 
ance for the value of a policy when the holder can 
no longer pay premiums, or from any cause dis- 
continues them.. The Company has in its hands 
a reserve for the policy, the most of which it can 
return either in cash or in the form of insurance 
without injury to its other members or policy- 
holders. The reserve is held for the future needs 
of the policy. When such needs cease to exist a 
fair return can be made. It is on this equitable 
principle that this Company's non-forfeiture sys- 
tem was adopted in 1879, a principle which, as its 
Mathematician, I had long previously been im- 
pressed with. 

The present non-forfeiture system has worked 
well since its adoption, both for the Company and 
its members, and is being increasingly recognized 
as both just and expedient. 

In addition to the two points so indicated, a 
third one often overlooked by policy-holders, is, 
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that a part only of the premiums paid is retained 
by the Company; a large part being necessarily 
paid out in each year to meet each policy's share 
of the losses by death. All that is left of the pre- 
miums paid is the reserve. 

A fourth point resulting from the nature of the 
policy reserve, is that of dividends, or the distribu- 
tion among policies of the Company's surplus. A 
large part of the surplus arises from the fact that 
the Company's premiums are computed on the 
expectation of receiving four per cent, yearly from 
its investments. This rate is assumed for plain 
reasons of prudence. If a higher rate is realized, 
it is returned as nearly as may be to the policies 
on whose invested reserves it has arisen. The 
older a life policy becomes, the larger is its reserve, 
and if the yearly interest on it is in excess of four 
per cent., such excess will vary in amount accord- 
ing to the increasing age of the policy and the 
varying rate of interest on investments. Thus: 
a policy for f5,000 issued in 1850, at age 35, with 
an annual premium of |130, has a reserve of 
$2,721,21. Whatever interest is realized on this 
sum over four per cent, will be surplus. If five 
per cent, be assumed as the general average rate 
on investments, the surplus will be one per cent, 
on this reserve, or |27.21. A policy for the same 
amount and premium, issued in 1875, age of 
insured 35, would have a reserve of $513.25, and at 
the same average rate of interest on investments, 
would yield a surplus interest of f5.13. These two 
instances show why it is that the older a policy 
becomes the larger will be its dividends, the rate 
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of interest undergoing no change; and why it is 
that when a change does occur in interest, the 
efifect of it is so much more observable in the case 
of an old policy than a young one. 

The reduction in the average rate of interest 
realized by the Company for dividends during 
1882 — which has been taken in the calculation of 
dividends at five per cent. — ^is due in part to the 
general falling off in interest obtainable on large 
sums securely invested, evidenced to depositors 
in all savings banks by the reduction of interest 
on their deposits from six or seven per cent., a few 
years ago, to the present rate of four per cent, or 
less; and also in part to the comparatively unpro- 
ductive character of two classes of the Company's 
investments whose influence in lowering the gen- 
eral average rate of interest is expected to be less 
and less perceptible in the future. I refer to the 
municipal bonds of the Cities of Elizabeth and 
Rahway, of which I have before spoken, and also 
to the real estate taken under foreclosure. 

From the condensed exhibit thus presented it 
will be seen that the Company's affairs are indis- 
putably in a strong and prosperous state. Its 
assets severely examined and taken at the lowest 
reasonable valuations, having regard to the future 
as well as to the present, are largely in excess of 
its liabilities taken at their highest reasonable 
amount. Its policy contracts are clear, concise 
and liberal, affording insurance on studiously 
equitable terms. Forfeitures are discarded, and a 
full equivalent is given by the Company to its 
members respectively for the payments they have 
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made. Its methods of business are conformed to 
what its managers conceive to be the purpose 
which life insurance legitimately exists to fulfill: 
that is, to provide against the evils incident to 
premature death. Since its organization it has 
paid to the families or representatives of deceased 
members the sum of f33,507,497.04. The list of 
deceased members and the sum paid for each 
policy claim during 1882 will be found in the 
appendix hereto. The total payments are less 
than the mortality table calls for, and are referred 
to as evincing at once both the utility of the Com- 
pany's work and the safety of the assumptions on 
which its contracts are based. 

Before closing this Report, reference should be 
made to the lamented deaths, during the year, of 
two of the Company's Directors — Mr. Henry 
McFarlan and Mr. Edward A. Strong, each of 
whom died in the fullness of years. Mr. McFarlan 
was one of the corporators named in the Com- 
pany's original charter granted in 1845. He was a 
member of the Board of Directors from its organi- 
zation till his death. Mr. Strong became a Direc- 
tor, January 16, 1854; the Company's Secretary, 
November 6, 1862, and discharged the duties of 
that office till February 12, 1880, when, owing to 
feeble health and advanced age, he resigned that 
position, continuing to be a member of the Board 
while he lived. 

Both the deceased Directors were zealous and 
able in the sphere of their official duties: gentle- 
men of superior intelligence, refinement and 
purity of character, enjoying the high respect and 
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esteem of their associates in tiie Company and of 
all to whom they were known. Hon. John L. 
Blake was chosen Director in the place of Mr. 
McFarlan, and Hon. Frederick A. Potts in the 
place of Mr. Strong. 

Respectfully submitted, 

AMZI DODD, 

President. 
Newark, January 29, 1883. 
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STATEMENT, JANUARY i, 1884. 



Premiums received in 1888 $4,UV70 7t 

Interest and Net Rents reoeiTed for 1883 1,8SS,499 76 

Profit and Loss 289,129 08 

$6,2«2,899 69 

Baliao9, Ja&uarylat, 1883 34,135,690 17 

Total $40,368,089 79 



KXPKNDITURK8 IN 1883. 

Claims by Death $M90,984 61 

Endowments and Annuities 926,787 71 

Surrendered Policies €64,961 96 

Dividends or Betnm Premiums 981,084 91 

(Paid Policy Holders, $8,968,768 49). 

Taxes 111,088 97 

Expenses, including Agents* Commissions, Advertising, 

Salaries, etc 880,702 86 

$4,688,810 82 

Balaaco, Ja&utry Ist, 1884 $35,712,579 47 

Total $40,368,089 79 
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A88KT8. JANUARY Ist, 1884. 

Cash on hand and in Banks $ 808,717 85 

Loans on Collateral, U. S. Bonds, and other secnritiee 1S,822,000 00 

United States and other Bonds at par values, except Elizabeth 

Bonds, which are valued at 50 per cent 8,154,876 70 

First Bonds and Mortgagee on Real Estate 7,727,808 64 

Real Estate, Cknnpany's Office Building, Newark 200,000 00 

Real Estate purchased on foreclosure 2,280,048 79 

Loans on Polidee in force 4,192,797 65 

Premiums in transit, since received 68,247 95 

Agents'* balances and cash obligations 8,406 99 

$85,712,579 47 

Interest due and accrued $588,888 16 

Net deferred and unreported Premiums on 

Policies in force 284,825 81 818,668 47 

Total $36,531,242 94 



LIABIUTIK8. 

Reserve Fund, 4 per cent $84,258,645 00 

Policy Claims in process of adjustment 27 7,862 00 

Dividends due and unpaid 187,057 17 

Premiums paid in advance 7,444 58 $84,726,008 75 

Sttrplufl $1,805,234 19 



From the above Surplus a dividend has been declared 
to each policy entitled thereto, payable on its anniversary 
in 1884. 
At market values instead of par, as above, the Surplus 

would be $2,868,918 86 

By the New York standard, (Reserve Fund four and a half 

per cent., and market values), the Surplus would be.. $5,876,106 87 

Ntunber of Folides in force, January 1, 1884 49,178 

rnanring $133,298,768 



Digitized by 



Google 



Digitized by 



Google 



REPORT, 



THE Thirty-ninth Annual Statement submit- 
ted herewith is in customary form, showing 
first the receipts and disbursements during 1883; 
and second, a comparison of assets with liabilities 
as of January 1, 1884. 

The receipts for premiums, and for interest and 
rents during 1883, exceeded those during 1882. 
The expenditures on the other hand were less. 

There has been an increase during the year in 
the number of the Company^s i>olicies, in the 
amount of its assets and its surplus; and a relative 
decrease in its losses by death. 

At the beginning of 1883 there were in force 
47,837 policies, insuring |129,619,106. At the 
beginning of 1884 there were in force 49,178 pol- 
icies, insuring fl33,298,768, being an average to 
each policy of |2,711. 

The increase in the number of outstanding pol- 
icies during 1883 was 1,341; during the preceding 
year the increase was 1,185; during the five years 
next preceding 1882 the average yearly increase 
was 669. 

The gross assets at the beginning of 1883 were 
135,005,348.86. At the beginning of 1884 they 
were 936,531,242.94— being an increase of |1,525,- 
894.08. 

The several kinds of securities and property 
composing the above aggregate assets are stated 
at their par values, except where the actual value 
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is believed to be less than the par. This is true 
in regard to but one kind, namely: the Elizabeth 
bonds, which, as expressed in the statement, are 
put at fifty per cent., being the amount offered 
by that City as a compromise settlement and not 
accepted by its creditors. Negotiations for settle- 
ment between the City and its bond-holders have 
not yet been concluded. 

The actual present or market value of the assets 
exceeds the above aggregate by the sum of f 1,058,- 
684.67. 

Taking the lowest value of the assets and 
deducting the liabilities of every description 
estimated by the highest standard, there remains 
a surplus of fl,805,234.19. If the market value 
of assets be taken into account, the surplus 
becomes |2,863,918.86. If in addition to the 
market values, the New York method of comput- 
ing liabilities be used, the surplus would be 
15,376,106.87. But as was stated in my last 
Annual Report, the smaller surplus is regarded 
by the Company as the true one to be relied on. 

The losses by death incurred during 1883 
amount to the sum of |2,160,991. During 1882, 
which was a favorable year, they amounted to 
12,115,439. The increase of |45,552 during 1883 
is less than was to be expected without any 
increase of the rate of mortality over that of 1882, 
because during 1883 a greater amount of insur- 
ance, a larger number of lives and a higher age 
of the insured lives existed, than during 1882. 
By the American Experience Table of Mortality 
the expected losses during 1883 were |2,555,000, 
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showing the actual losses to have been not more 
than 85 per cent, of the expected. 

The number of deceased lives during 1883 was 
599. The list of the same appended to this report 
gives the name and residence, together with the 
number and amount of the policy in each case. 
The States or countries where death is therein 
stated to have occurred are not to be taken as 
those where the Ck)mpany's Agencies are located, 
or its regular business carried on. In the foreign 
countries, and in several of the United States 
where the insured appear from the appended list 
to have been at the time of death, the C!ompany 
carries no risks, except so far as the liberal pro- 
visions contained in its policies or permits allow 
the insured to reside or to visit. 

The localities in which the Company^s appointed 
and active agencies are placed, are Maine, New 
Hampshire, Massachusetts, Rhode Island, Ck)n- 
necticut. New York, New Jersey, Pennsylvania, 
Ohio, Maryland, West Virginia, District of Ck)l- 
umbia, Illinois, Michigan, Wisconsin, Iowa, Min- 
nesota, Nebraska, Missouri, Ck)lorado, California, 
Oregon, Nevada, Kentucky, and the central and 
eastern parts of Tennessee. 

The list of insured who deceased during the year 
will be found of interest, as illustrating by par- 
ticular instances the nature of the Ck)mpany^s 
work, and the principles or conditions on which it 
depends. Its safety for the Ck)mpany and its 
utility for the members are well known to be due 
to the familiar facts, firsts that the duration of a 
single life is too contingent to be the subject of 
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calculation, and seco^id, that among a large num- 
ber living, the yearly deaths through a period of 
years is in accordance with a nearly definite and 
ascertained law. How many will die is approxi- 
mately certain: hence the safety of insurance for 
the Company. Who the deceased will be is pro- 
verbially uncertain: hence its utility to the mem- 
bers. 

Of the five hundred and ninety-nine deaths set 
out in the list, twenty were accidental, and in most 
instances sudden. Of the whole number deceased, 
four were insured in 1883, one of whom was 
instantly killed. Twelve were insured in 1882, 
and twenty-two were insured in 1881. 

One hundred and sixty-six of the deceased were 
under fifty years of age. Two hundred and eighty- 
five had passed the age of sixty; one hundred and 
iorty-six were over seventy; forty-six over seventy- 
five; and twelve over eighty; the oldest deceased 
being eighty-four. 

The great disparity liable to exist between 
policies when the amounts paid by their holders 
for premiums are compared with the amounts 
paid by the CJompany at death, is signally exem- 
plified by two of the cases to be found in the list: 
one insured in 1845, the first year of the Company's 
existence, at the age of 46; the other insured in 
1883 at the age of 28: both dying in 1883, the sum 
of 15,000 was paid by the Company to the rep- 
resentatives of each, while upon the older policy 
there had been paid for premiums the principal 
sum of 13,317.11, and only the sum of f 110 upon 
the younger. The sum of |3,317.11 paid for pre- 
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miums is the difference between the thirty-eight 
annual premiums of f 186.50 each, amounting in 
the aggregate to f 7,087, and the thirty-seven 
annual dividends or rebates of premiums, amount- 
ing to 13,769.89. The principal sum so paid for 
premiums is less than two-thirds of the f5,000, the 
sum insured, which was paid by the Company at 
death. The interest arising on and accumulated 
with the premiums, enabled the Company to carry 
the risk during the life of the insured from the age 
of 45 to the age of 83, and to pay the policy when 
changed by death into a claim. 

The two cases thus compared, show the prin- 
ciple on which the Company's business is 
grounded, namely: that those to whom premature 
death does not happen, make up for the deficient 
payments of those to whom it does. The two 
cases serve also to mark strongly the important 
difference often overlooked between a policy of life 
insurance and all other investments, and to show 
clearly what protection and benefits a policy 
affords, which no other investment can. 

The protection afforded by the Company to its 
members during the lives of the insured, by virtue 
of its i>olicies as indemnities on which they can 
securely rely, and the more direct and palpable 
benefits conferred by the payments made to the 
families or representatives of the insured at 
decease, are the true objects of the Company's 
business and the cogent proofs of its beneficent 
results. 

The total amount paid for policy claims since 
the organization of the Company, is 138,970,612.37. 
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Fifteen of the cases in the list of the deceased, 
illustrate the advantages to the Company's policy- 
holders, of its non-forfeiture system adopted in 
1879. These cases are distinctively marked in the 
general list. The amounts insured by the policies 
were severally paid to the holders, though the 
policies had lapsed for non-payment of premiums 
when due. The reserves belonging to the policies 
at lapse were applied to the purchase of extended 
insurance at established and customary rates, 
thereby preventing the loss in each case which for- 
feiture would have entailed. Instead of extend- 
ing the time for which the whole sum will be 
insured, the policy-holder on application at lapse 
has the option to take a reduced amount payable 
at happening of death. The equitable effect is, 
that the policy-holder in every case receives a 
full and fair equivalent for whatever he has paid. 
The experience of each year since this system was 
adopted, has attested both its justice and its pru- 
dence, and strengthened the approval with which 
it is regarded by the managers and members. 

In addition to the clear and explicit non-for- 
feiting stipulations contained in all policies, ref- 
erence should be made to the liberal provisions 
more recently adopted, enlarging the limits of 
residence and travel, and rendering the policy 
incontestable after three years from its Issue. It is 
incontestable after three years on account of any 
erroneous statement in the application or decla- 
ration on which it is issued, unless such statement 
shall be shown to be material and to have been 
made with intent to deceive or defraud the Ck)m- 
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pany. Willful fraud and willful suicide are 
repugnant to public policy and good morals, and 
cannot be condoned by the Company without a 
culpable disregard of what is right as well as what 
is due to the interests of the members. The sense 
in which the policy of any company can property 
be said to be incontestable, is manifestly qualified 
and limited. Policies are, and must be, subject to 
the conditions expressed in them, as for example, 
to residence, travel, occupation and premiums. 
The contract is mutual and must necessarily be 
mutually fulfilled. 

It is the preference and the practice of the Com- 
pany to waive rather than to seek grounds of dis- 
pute. The provisions in its policies have been 
studiously framed with a view to that course as 
far as it could be followed without becoming 
justly obnoxious to the censure of aiding or 
encouraging fraud or crime. 

The healthful growth of the Company during 
the past year, the present sound condition of its 
affairs, and the vantage ground it has gained for 
the future conduct of its business, are matters of 
congratulation, and well justify the expectation 
of continued success. 

Respectfully submitted, 

AMZI DODD, 

President. 
Newark, January 29, 1884. 
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JANUARY 1, 1887. 



The Mutual Benefit 

LIFE INSURANCE COMPANY, 



Office, 752 Broad Street, Newark, N.J. 



OROA^NIZECD 1846. 



CHARTER PERPETUAL. 



A.MZI r>ODID, - Prksidknx. 

JAMES B. PEARSON, Vick-Pbksident. 

EDWARD L. DOBBINS, Sbobctart. 

THEODORE MAOKNBT, - - Tbkasurkr. 

H. N^. CONQAR, Abjustkr. 

B. J. MILLBR, Mathsmatician. 

F. H. TEB8E, COUNSXU 

MIDIOAL EXAMINIRS. 
BOOAB HOLDKH, X. D. QBO. A. VAX WAOEXKN, X. D. 

Job. C. Touno, Jr., M. D. 

DlRIOTORS. 

THBODORS lUCKnT, Aim DODD, JaMIS B. PBAB80R» 

JOHH L. BLAKX, IXA M. HARBISOlf, WUJJAM. CLABK, 

SDWAU) H. WRIOHT, HORJkCB N. COKOAll, FUCDK. H. TKB8B« 

Bsxj. C. MiLLXR, Geobob a. Halsxt, Fsbdk. a. Potts, 
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STATEMENT, JANUARY 1, 1885. 



PremlnmB received in 1«84 $4,847,9«6 50 

Interest and Net Bents receired for 1884 1,77M19 84 

Profit and Loss. «,«98 S6 

$6,1S7,188 20 

BalA&oo, Ja&uary let, 1884 35,712, 579 47 

Total 141,839,762 67 



EXPeNDITURK8|,IN 1884. 

Claims by Death $M6M7S 76 

Endowments and Annuities. 21S,9S7 02 

Surrendered PoUcies 675,247 58 

Dividends or Return Premiums 1,061,507 20 

(Paid Policy Holders, $4,118,064.51). 

Taxes 141,921 12 

Ex];>enses, including Agents' Commissions, Advertising, 

Salaries, Ac 607,755 58 

$4,868,641 16 

Balance, January Ist, 1885 36,971,121 51 

Total $41,839,762 67 
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A88KT8. JANUARY Ist, 1886. 

Gash on hand and in Banks $ M17,7U M 

Loans on Collateral, U. S. Bonds, and other securities 6,890,000 00 

United States and other Bonds. 8,812,906 00 

First Bonds and Mortgagee on Real Estate 18,184,186 28 

Beal Estate, Company's Office Building, Newark 200,000 00 

Real Estate purchased on foredosore 1,949,696 87 

Loans on Policies in force 4,447,814 89 

Premiums in transit, since received 61,441 60 

Agents' balances and Cash obligations 7,928 12 

$86,971,121 61 

Interest due and accrued $642,212 77 

Net deferred and unreported Premiums on 

PoUdesin force 219,087 87 

791,800 14 

Total 137,762421 65 

LIABILITIES. 

Reserve Fund, 4 per cent $86,440,168 00 

Policy Claims in process of adjustment. .... 288,868 7 7 

Dividends due and unpaid 176,806 40 

Premiums paid in advance 8,010 68 



86,867,827 70 



SnrplM $1,904,593 95 



From the above Surplus, a dividend has been declared to 
each policy entitled thereto, payable on its anniversary 
in 1886. 

At market values the Surplus would be $2,767,491 62 

By the New York standard, (Reserve Fund four and a half 

T^T cent., and market values), the Surplus would be. . $6,411,24 1 60 

Number of Folioies in force, January 1, 1885 50,361 

Insuring $135,843,543 
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REPORT. 



THE satisfactory character of the Company's 
business during 1884, is evinced by a 
decrease in its losses by death, and by an increase 
in the number of its policies, in the amount of its 
assets, and in the amount of its surplus. 

The revenue account showing the receipts and 
disbursements during the year, and the balance 
sheet showing assets and liabilities as of January 
1st, 1885, make up the Fortieth Annual Statement 
submitted herewith. 

In respect to the mortality or losses by death, 
it must be observed that by reason of the greater 
number of lives and the higher ages of the insured 
exposed to risk during 1884 than during 1883, the 
expected death losses would be greater. This 
however has not been the fact. The death losses 
for 1883 were |2,160,991.30. For 1884 they were 
12,130,255.85. It is a noticeable coincidence that 
the number of deaths among the insured was the 
same in each of the two years, viz., 599. The num- 
ber of policies terminated by death in each year is 
very nearly the same, being 711 in 1883 and 708 
in 1884. The losses by death during 1884 are less 
than eighty-five per cent, of the amount to be 
expected by the American Experience Table of 
Mortality on which the Company's calculations 
are made. A list of the policy claims paid during 
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the year, giving the name and residence, together 
with the number and amount of the policy in each 
case, is appended to this report. 

The number of new policies issued during the 
year is greater than in any year since 1869 — with 
the exception of 1881 — when the new issues 
exceeded those of 1884 by 142 policies. 

At the beginning of 1884 there were in force 
49,178 policies insuring 1133,298,768. At the 
beginning of 1885 there were in force 50,361 pol- 
icies insuring |135,843,543, being an average for 
each policy of |2,697. 

The number of policies in force has increased 
during the last three years by a nearly uniform 
rate, being an average yearly increase of 1,236. 
During the five years next preceding 1882, the 
average annual increase was 669. During the ten 
preceding years the average annual increase was 
798. 

This increasing accession to the membership 
is quite all that is requisite to enable the Com- 
pany to give insurance on the most desirable 
terms — ^that is to say — with the utmost attainable 
economy and security to its policy-holders. New 
lives, when carefully selected, show a more favor- 
able mortality, or, in other words, a lower death 
rate for the first five years than after that period. 
After five years the benefits of selection may be 
expected to disappear. New lives are not neces- 
sary to a sound company for the purpose of meet- 
ing its payments when due on existing policies. 
A company like ours could cease taking new risks 
without at all endangering for that cause its abil- 
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ity to carry the risks on hand. Life insurance 
premiums and liabilities are all computed on this 
view. But while new risks are not requisite for 
a company's solvency, it is hardly necessary to say 
that they are requisite for the permanence 
of its business, and this permanence can be 
maintained with better results by an accession 
of new lives at a moderate and proportionate rate 
which can be uniformly and indefinitely kept up, 
than by a stimulated and disproportionate rate 
which cannot be. 

The total amount insured by the 50,361 policies 
is, as before stated, the sum of |135,843,543. The 
present worth of this amount, ascertained by dis- 
counting for interest at the rate of four per cent 
per annum, and assuming that the insured lives 
will continue or cease according to the table of 
mortality called American Experience, is the sum 
of 135,363,887. This is the present worth of all 
the Company's policy liabilities, and the funds or 
assets which are set aside and kept on hand to 
meet it is the reserve fund. Discounting the 
policy liabilities at four per cent, makes the pres- 
ent worth of them, or, in other words, the Com- 
pany's present indebtedness, much larger than if 
discounted at the rate of four and one-half per 
cent., which is the official rate used in the State of 
New York and some other States. The difference 
in our policy indebtedness caused by using four 
and a half per cent, instead of four is the sum of 
12,653,749.88. We have always held to the four 
per cent. rate. By a recent law of the State of 
New York this rate will be used by its Insurance 
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Department in testing the condition of Life Insur- 
ance Companies after January 1st, 1888. 

In addition to the life risks covered by its 
policies, the Company has thirty-eight annuity 
bonds outstanding, which are not specially men- 
tioned in its general statement. The present 
value of these bonds discounted in the same way 
as the policies is |76,271, which amount, when 
added to the above stated policy values, makes 
up the reserve fund of f35,440,158 put down in 
the statement. 

The remaining liabilities are three: 1. Policy 
claims in process of adjustment. 2. Dividends due 
and unpaid. 3. Premiums paid in advance, 
amounting in all to |417,669.70. 

The total liabilities of all kinds amount to 
135,857,827.70. Turning now to the assets, the 
first thing to remark is the difference between 
their par and market values. The par value of 
the securities is what they call for on their face, 
and the market value what they now command 
at fair sale. There are no assets considered to 
be actually worth less than par, except the Com- 
pany's Elizabeth bonds, of which the principal is 
the sum of $941,187.52. These are included in 
the assets at one-half their par value, that is 
1470,593.76, though it is expected that more will 
be realized upon a settlement hoped for from the 
negotiations recently resumed, and now going on 
between the City and its creditors. 

The par value of the assets as above, is ^7,- 
762,421.65. The market value exceeds the par by 
the sum of |852,897.67. The par value represents 
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the lowest sum which upon any reasonable prob- 
abilities the C!ompany will receive from its securi- 
ties when they mature and become payable, and 
from its other assets when converted into money. 
The Company does not calculate upon market 
values, which as has specially appeared during the 
past year, are fluctuating and uncertain, and has 
never regarded the difference between such values 
and its total liabilities as its true surplus. The 
true surplus for purposes of dividends and contin- 
gencies is the sum of |1,904,593.95 as shown in the 
statement. It exceeds that of last year by $99,- 
359.76. 

The fact that the assets and the liabilities as 
above stated, and from a comparison of which the 
above surplus arises, have been tested and meas- 
ured on the most cautious and conservative views, 
shows the financial condition of the C!ompany in 
a highly favorable and satisfactory light. 

The experience of another year has not lessened 
but has increased the approval with which the 
managers regard the non-forfeiture principles 
that apply to all of the Company's policies. This 
approval is ground^ on the intrinsic justice and 
fairness of the system, and on the observed bene- 
ficial effects of it more and more apparent in each 
successive year since its adoption in 1879. 

Under this system the full value of every policy 
after two annual premiums have been paid on it, 
instead of being forfeited and lost by the policy- 
holder, by failure to continue payment of the stip- 
ulated premium, is returned to such holder in con- 
tinued insurance equivalent to the value of the 
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policy, in the form either of a paid-up new policy 
for a definite sum or in the form of a contract to 
carry the amount of the old policy for a definite 
time. It is the option of the policy-holder to take 
either. After three months and no option exer- 
cised by the policy-holder, the Company issues the 
contract for a definite time, varying in length from 
a few days to many years, according to the value 
of the old policy when discontinued. The result 
of this system is that every member of the Com- 
pany gets an adequate return for the money paid 
by him. It is the opposite of the so-called tontine 
system, under which the money paid by some of 
the members is expected to be forfeited for the 
benefit of the others: on which expectation alone, 
the tontine system distinctively rests its appeals 
for support. The evident unjustness and wrong of 
this principle in its full application, has recently 
led to legislation in several of the States, pre- 
venting total forfeitures for non-payment of pre- 
miums. The tontine principle, as now practised, 
is mostly of a qualified and limited kind, more 
available to excite hopes of illegitimate gains by 
the losses of unfortunate members, than it is to 
fulfill them. 

By reference to the list of policies on the lives 
of members deceased during the year, which is 
appended hereto, it will be seen that twenty-one 
of them are examples of this Company's non-for- 
feiture system and its beneficial effects. The sums 
paid to the families of the deceased amounting in 
all to 160,250, while specially opportune and 
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important to the recipients, because of the strait- 
ened circumstances which had prevented pay- 
ments of the premiums, were no more losses to the 
Company as such, and no less strictly within the 
safest principles of life insurance than the losses 
paid on policies where no default in premiums had 
occurred. The moneys standing to the credit of 
the original policies when the premium payments 
ceased were sufficient to enable the C!ompany to 
make the payments it did, and in making them it 
acted simply on the rule of giving to each member 
his own. 

Allied to its non-forfeiture system in the pur- 
pose to give the policy-holders the utmost benefits 
of the payments they have made, is the (Company's 
practice of loaning on its policies and of purchas- 
ing them for cash when desired on the most equi- 
table terms. 

The advantages afforded by the liberal and just 
methods above stated, are increasingly appreci- 
ated by the members, tend strongly to retain them 
in the membership, and have been manifestly con- 
ducive to the Company's steady and healthful 
advance. 

The enlarging business of the (Company has 
made it necessary to provide additional accom- 
modations for its clerical force, and changes are 
now being made by which the second and third 
stories of the office building will be more directly 
connected with and more easily accessible from 
the principal rooms below. These improvements 
soon to be completed, will be ample not only for 
present needs but also for the larger probable 
exigencies of the future. 
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This report cannot properly close without a 
reference to the death during the year of one of the 
members of this Board, the Hon. Marcus L. 
Ward. He was one of the Company's corporators 
named in its charter of 1845: was elected Director 
in January, 1871, and resigned in December, 1873; 
was again elected in January, 1882, and continued 
to be a Director till his death, on the 25th of April, 
1884. He was deeply interested in the Company's 
welfare and active in its service, especially in con- 
nection with the Finance Committee, of which he 
was a member. From 1866 to 1869 he was Govern- 
or of New Jersey, his native State, and subse- 
quently a representative from this district in the 
National C/ongress. From early manhood he was 
actively engaged in mercantile business, success- 
ful in the acquisition of large pecuniary means, 
which he liberally used in public and private bene- 
factions, especially in aid of the soldiers during 
the war and after its close. His probity, energy, 
discretion and kindliness were eminent, making 
him a most valued associate in the many business 
and philanthropic institutions with which he was 
connected as a manager, and gaining for him 
through life the highest confidence and esteem of 
all to whom he was known. 

Mr. Ira M. Harrison was elected to fill the 
vacancy caused by his death. 

Respectfully submitted, 

AMZI DODD, 

President. 
Newark, January 28, 1885. 
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JANUARY 1, 1886. 



The Mutual Benefit Life 
Insurance Company, 

Office, 7B2 Broad St., Newark, N. J. 



OROAMUZKD 1846. 



CHARTER PERPETUAL. 



JAMES B. PEARSON, Vice-President. 

EDWARD L. DOBBINS, - - Secretary. 

THEODORE MACKNET, - - - Treasurer. 

H. N. CONGAR, - . - . Adjuster. 

B. J. MILLER, Mathematician. 

F. H. TEESE, Counsel. 

Medioal Examiners. 

Bdoar Holden, M. D. Geo. A. Van Wagenbn, M. D. 

Jos. C. Young, Jr., M. D. 

Direotors. 

Theodore Macknbt, Amzi Dodd, James B. Pearson, 

John L. Blake, Ira M. Harrison, William Clark, 

Edward H. Wright, Horace N. Congar, Fred'k H. Tebse, 

Bbnj. c. Miller, George A. Halsey, Fred'k a. Potts. 
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STATEMENT, JANUARY 1, 1888. 



Premimns received in 1887 $4,808,tt« 89 

Interest and Net Rente received for 1887 M(««4M 41 

$7,064,6«e SO 

Bilano^ January 1st, 1887 39,101,115 83 

Total $46,165,782 13 



EXPENDITURES IN 1887. 

Clidms by Death $S,S78«0S6 SS 

Endowmenta and Annnities tS2,124 S8 

Surrendered PoUciea SSS,1S8 St 

Dividends or Betnm Preminma 1,SSS,7S« 74 

(Paid PoUcy Holders, $4,7M,17S S4). 

Taxes 144,844 74 

Ezi>enseSf including Agents' Commissions, Advertising, 

Salaries, etc 7SS,S47 60 

Profit and Loss, including Premiums paid on Bonds purchased 108,416 88 

$4,714,406 46 

Balanco, January lit, 1888 140,450,275 57 

Total $46,165,782 13 
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A88KT8, JANUARY 1st, I 

Ctaflh on hand and in Banks $ 790,4S8 •? 

Loans on Ck>llateral, U. 8. Bonds, and other seoorities. S,(l(,600 00 

United States and other Bonds, par 0,7M,701 St 

First Bonds and Mortgages on Real Estate 10,0(0,68S 4S 

Real Estate, Company's Office Bnilding, Newark. 200,000 00 

Real Estate purchased on foredosore 1,281,481 80 

Loans on Policies in force. 4,80S,80t 08 

Premimns in transit, since received 78,108 00 

Agents' balances and cash obligations 671 24 

$40,460,27( (7 

Interest due and accmed $004,046 18 

Net deferred and unreported Preminms on 

PoUdes in force 824,807 88 028,082 70 

Total 141,379,228 33 



LIABILITIKS. 

Beeerye Fnnd, 4 per cent $88,788,842 00 

Policy Claims in process of adjostment 281,181 11 

Dividends due and unpaid 218,801 08 

Preminms paid in advance 8,410 87 $80,288,484 88 

Surplus 12,095,744 00 



From the above Surplus a dividend has been declared 
to each policy entitled thereto, payaUe on its anniversary 
in 1888. 

Surplus by New York and Massachusetts Standard (Actu- 
aries H Reserve, and Market Value of Assets) $8,277,177 70 

Surplus by former New York Standard, (discontinued this 

year) $8,028,702 70 

Polidos iflsnod and xoriyod in 1887 6,289 

Insniing $ 16,078,824 

Hnmber of Polidos in foroe, Jannaiy 1, 1888 66,362 

Insuring $147,189,403 
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REPORT. 



THE business of the Company during 1887 
bears a close resemblance to that of 1886, 
the difference being a favorable increase in 1887 
as compared with that of the previous year. 

In 1886 the new policies issued were 6,030. In 
1887 they were 6,254, a larger number than in any 
year since 1868, when they were 7,701, the largest 
yearly issue the Company has made. 

The amount of new and revived insurance 
assumed during 1887 was |16,078,824. In 1886 
it was 114,834,902. 

The number of policies in force January 1, 1888, 
was 55,362, insuring |147,189,403. 

The total assets January 1, 1888, were f41,379,- 
228.33, showing an increase during the year of 
11,391,539.18. 

The total liabilities January 1, 1888, were |39,- 
283,484.33, which being deducted from the total 
assets shows a surplus of |2,095,744. Last year 
the surplus on the same basis of calculations was 
12,012,879.94. 

The annual statement giving the usual revenue 
account and the general balance sheet, contains 
the several items or particulars of which the assets 
and liabilities respectively consist. Of the 
liabilities, the indebtedness of the Company to its 
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policies^ OP the fund reserved towards the pay- 
ment of its policies when due, is the chief. The 
different methods of computing this indebtedness 
create corresponding differences in the amount of 
the surplus, and make it necessary in every 
reference to its amount, to bear in mind what are 
called the assumptions on which the computation 
is made; viz.: the assumed rate of mortality, and 
the assumed rate of interest. The above surplus 
of 12,095,744 is that which remains after calcula- 
ting yearly interest at four per cent., combined 
vrith the mortality tables formed on the Actuaries' 
or the English Experience. The computed lia- 
bility of the Company on its policies is far more 
largely affected by assuming the rate of interest 
to b^ four and one-half per cent, yearly instead of 
four, than by any differences of death rates shown 
by the tables. The difference of one-half of one 
per cent, in the yearly interest rate, makes a dif- 
ference in our reserve fund, and consequently in 
our surplus this year of about |2,300,000. 

In the early years of the business, four per cent, 
yearly interest was deemed by many a lower rate 
than safety or prudent management required, and 
accordingly the insurance departments of several 
of the States adopted the higher one of four and 
one-half per cent., in testing the condition of com- 
panies and ascertaining their surplus. This 
higher rate was adopted by legislative enactment 
in the State of New York in 1868, and has since 
been know in connection with the American 
Experience Mortality as the New York Standard 
of valuation. In 1884, however, the general fall 
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in interest was thought to call for a severer 
standard of valuation, and by a new law passed 
in that year, it was provided that from and after 
December 31, 1887, the legal rule of that State 
should consist of the Actuaries' Mortality and 
four per cent, interest. This being the rate on 
which our liabilities and surplus as well as our 
premiums are and have been computed, the 
change in New York will affect us no further than 
to modify the language in our published yearly 
statements, where it has been customary to show 
the results of our own computations in compari- 
son with those of that State. The higher rate of 
four and a half per cent, is still retained in Mis- 
souri, Michigan, Pennsylvania, California, Mary- 
land, and other States, where the Company's 
policies are held, and to which it sends its annual 
exhibits. 

The amount of losses by death reported and 
filed during the year was f 2,739,147.33 as against 
12,715,983.28 in 1886. Although losses are paid 
at once upon the coming in of satisfactory proofs 
of death, some difference must necessarily appear 
between the amount of losses paid in a given 
year, and the amount reported and filed in the 
year: so that while the sum paid in 1887 is some- 
thing less than in 1886, the amount of reported 
losses is something more, as I have already stated 
above. It not unfrequently occurs that by reason 
of policies having been assigned as collateral 
securities, adjustments between the- claimants 
have to be made, and confiicting titles settled 
between them, before payment by the Company 
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can be made. The same delay is occasioned also 
by disputes under wills or administration; and to 
these or similar causes is due the fact which 
appears in the statement that a considerable sum 
is payable, but awaiting the adjustments referred 
to. 

It is to be noted in regard to the mortality of 
1886 and 1887 how nearly it is the same in each: 
the difference being somewhat in favor of 1887. 
During the latter year, the increased ages of the 
old members and the addition of new ones in- 
creasing the amount at risk, made it probable by 
the tables that the number of deaths would be 
increased. The increase has been slight, but the 
relative rate has been less — about 92 per cent, of 
the expectancy by the American Experience Table 
of Mortality in 1887, as against 95 per cent, in 
1886. In 1886 the number of policies terminated 
by death was 889. In 1887 it was 891. 

The uniformity and steadiness in the mortality 
rate which the Company^s yearly experience ex- 
hibits, is a feature of the utmost interest, furnish- 
ing, as it does, new yearly proofs of the stability 
of its business. The very close correspondence 
observable in the results of the past few years is 
not likely, however, to be quite unbroken in the 
future; but while variations and anomalies are 
likely occasionally to happen, there is no reason 
to fear that they will be disturbingly large, and 
on an average of several years will almost entirely 
disappear. • For such variations the Company's 
calculations abundantly provide, so that few 
things, if indeed any, in business affairs, stand 
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upon a more settled and constant basis than do the 
Company's contracts of insurance. 

In contrast with the uniformity of the yearly 
losses by death may be noticed their irregularity 
when taken by months. The latter are as follows 
for 1887: 

January 84 policies, $250,415 00 



February 80 

March 57 

April 100 

May 72 

June 68 

July 64 

August 68 

September 62 

October 71 

November 80 

December 85 



295,108 00 
140,890 00 
808.696 68 
206,024 00 
227,568 00 
221,070 00 
188,560 00 
171,608 26 
251,275 00 
224,881 44 
254,056 00 



The 891 policies terminated by death during 
the year include some from the issues of each 
year since the C!ompany started. Of the issues 
of 1868 there have been 71 terminations, the 
largest of all: a thing to be expected as the new 
policies then written by the Company were, as I 
have before said, more numerous than in any 
other year: the next highest are of the years 1865 
and 1866 — being 60 of each: next 1864 showing 
55, and 1867 showing 50. The number of deaths 
among the issues of different years corresponds 
only approximately and not closely with the num- 
ber to be expected from the tables: illustrating the 
elementary truth that only by means of aggre- 
gated numbers averaging over a considerable 
period can a close conformity to a graduated rate 
of mortality be secured. 

Three of the policies terminated by death were 
of the issues of 1845, the respective ages of the 
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deceased being two at 74 and one at 82. What 
is called the persistency of the early policies of 
the Company, taken out fop the full term of life, 
appears from an examination of the issues of that 
year, and is worthy of note. Very many of the 
671 policies, which from May to the end of Decem- 
ber were taken out in that first year of the Com- 
pany's existence, were for a limited and generally 
a brief term. About three hundred may be regarded 
as originally intended for continuance through 
life. Of these 194 have terminated by death; 38 
have been surrendered, and 43 are still in force. 
The lapsed policies went out very early in their 
course. Of the 43 still in force the oldest is 87 
and the youngest 66. The average age of the 43 
lives in 1845 was 32^ years. It is now 74^. It 
may be added that the first name on the list of the 
now surviving members of that year, and the sec- 
ond name on the list of the policies as they were 
originally issued, is that of Mr. Benjamin C. 
Miller, who began the conduct of the Company's 
business in New Jersey, who has ever since been 
one of its Directors, and who is now next to the 
oldest of the surviving insured of that year. 

The amount paid for extended cases during 
the year is |72,600. These cases were thirty-two 
policies on twenty-seven lives. By default in the 
payment of premiums the original policies ceased 
to be in force according to their terms; but as 
some of them had been of long standing, and all 
of them for a period of more than three years, the 
reserve values of the policies standing to their 
credit on the books of the Company were set apart 
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and applied to the extension of the insurance for 
the sums named in the policies for as long a term 
as by the customary premium rates such reserve 
values would sufBice. The number of extended 
cases where death occurred in 1887 was identical 
with that in the previous year, but the sum covered 
by the 32 extension contracts was 9104,300 in 1886, 
and 172,600 in 1887. 

The non-forfeiture character of the Company's 
contracts is a constant and complete satisfaction, 
and is found by experience to be in every way 
advantageous to the members and the Company. 
We are in receipt each year of increasing evi- 
dences of its approval by the insuring public; and 
no objection has ever been raised to it worthy of 
notice, on the score of its scientific soundness or its 
inherent justice and equity. On the contrary, it 
has received the unqualified commendation of 
insurance officials and experts, and is in fact as 
unquestionably fair and safe as any contract that 
life insurance has aflforded. It is at variance with 
the views on which what are called the Tontine 
methods of insurance proceed, which look more or 
less to the losses by forfeiture from some of the 
insured as a source of success to the Company, 
and of anticipated gains to some of its members 
at the sacrifice of other members. 

These methods have not been adopted or ap- 
proved by this Company and are in fact inconsist- 
ent with the general policy and purposes which it 
seeks to promote. With those who approve and 
practice the tontine methods we have no contro- 
versy and no competition. The insurance which 
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this C!ompany offers and for which it finds a grow- 
ing and satisfactory demand, is to those who 
desire indemnity against the evils of untimely 
death: who desire it at the least outlay of money 
compatible with the highest security: who wish to 
make use when they need it of the accumulated 
funds in the hands of the C!ompany belonging to 
their policies, either by way of loan to keep up 
their premiums, or to meet some exigency in their 
affairs: and who when no longer desirous to keep 
up their policies, can avail themselves of their 
value without inconvenience or loss by a surrender 
or exchange. The Company^s aim and its 
endeavor is to give to every one of its members a 
full equivalent for all that is paid to it: and in 
what form this equivalent shall be given, is left 
as largely as practicable to the option of the 
policy-holders themselves. 

In conclusion it may be said in brief, that the 
financial and general condition of the Company 
is eminently good; its resources and experience 
such as to enable it to furnish insurance to all who 
need it upon the most favorable terms, and in the 
most desirable forms. 

Respectfully submitted, 

AMZI DODD, 

PresidenL 
Newark, January 28, 1888. 
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STATEMENT, JANUARY i, 1889. 



Premiums reoeiTed in 1888 $5,a88,S88 88 

Interest and Net Bents received for 1888 S,t87,86t SO 

$7,S71,S52 18 

Balaace, Janiuuy lit, 1888 40,450,275 57 

ToUl $47,821,527 75 



EXPENDITURES IN 1888. 

Claims by Death $S,8*M24 W 

Endowments and Annuities. 146,6St M 

Surrendered Policies 6«8,9M 64 

Dividends or Return Premiums 1,285,897 42 

(Paid Policy Holders, $4,968,800.84.) 

Taxes 168,669 61 

Expenses, including Agents' Commissions, Advertising, 

Salaries, Ac 766,087 10 

$6,888,606 96 

Balanoo, Januarj Ist, 1889 41,938,020 80 

Total $47,821,527 75 
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A88ET8, JANUARY 1st, I805. 

Cash on hand and in Banks $ 707,616 49 

Loans on OoUateral, U. 8. Bonds, and other secorities. 2,600,600 00 

United States and other Bonds, par 12,146,619 91 

FirstBondsand Mortgagee on Beal Estete 60,469,671 97 

Real Estate 1,668,661 80 

Loans on Policies In force 6,600,049 66 

Premlmns in transit, since reoelTed 166,224 99 

Agents' balances and Gash obligations 7,628 66 

$66,746,246 66 

Interest dne and accmed. $920,626 66 

Net deferred and unreported Premiums on 

Polidesin force 616,466 29 

1,666,769 94 

Tot6l $55,283,003 30 

LIABILITIES. 

Beeerre Fnnd, 4 per cent $61,606,812 00 

PoUcy Claims in process of adjustment 209,210 87 

Dividends due and unpaid. 296,824 06 

Premiums paid in advance 4,006 62 



61,816,866 66 



Surplns $3,469,149 75 



From the above Surplus, a dividend has been declared to 
each policy entitled thereto, payable on its anni- 
versary in 1806. 

Surplus by New York and Massachusetts Standard (Actu- 
aries' 4)( Reserve, and Market Value of Assets) $6,860,664 76 

Surplus by former New York Standard, (Amer. Exp. i^ 

Reserve) $6,728,886 76 

Polioiee issued and leviyed in 1894 12,664 

Insuring $ 30,822,411 

Knmber of Policies in foroe, Jannaiy 1, 1896 80,744 

Insuring $209,369,528 
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REPORT, 



IN pursuance of the duty of the C!ompany^s 
President, I respectfully offer to the Direc- 
tors my Thirteenth Annual Report. Accompany- 
ing and forming part of it is the C!ompany-s Fif- 
tieth Annual Statement. The first of these 
annual statements was for the year 1845, in the 
early part of which the C!ompany's business began. 
That now submitted for 1894 shows firaty the 
revenue account or receipts and disbursements 
during the year, and secondly^ the balance sheet 
presenting the assets on the one side, and the 
debts and liabilities on the other. This balance 
sheet has the special interest attaching to the 
close of the first half century of the CJompany's 
business. 

From the revenue account and the statement 
of new policies issued, the business of 1894 is seen 
to have been larger than that of any previous year. 
The following table exhibits the yearly advance 
during the past thirteen years — in the number of 
policies in force, the amount insured thereby, and 
the assets, as these items severally were at the 
beginning of each year: 
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No.ofPoUoiet 


Amount Insured 


Assets 


1883 


46,652 


$127,411,677 00 


$84,072,099 28 


1888 


47,887 


129,619,105 00 


85,005,848 86 


1884 


49,178 


188,298,768 00 


86,581,242 94 


1885 


50,861 


185,848,548 00 


87,762,421 65 


1886 


51,846 


189,416,807 00 


88,846,251 20 


1887 


58,688 


148,186,656 00 


89,987,689 15 


1888 


55,862 


147,189,408 00 


41,879,228 88 


1880 


57,954 


158,498,628 00 


42,896,067 79 


1890 


61,827 


162,617,014 00 


44,629,228 59 


1891 


65,154 


172,840,944 00 


46,654,892 57 


1892 


69,850 


188,171,888 00 


48,576,888 05 


1898 


74,846 


195,698,088 00 


51,009,881 09 


1894 


77,498 


202,276,750 00 


58,018,650 00 


1895 


80,744 


209,869.528 00 


55,288,008 80 



The increase in the number of policies in force 
during this period is 73.0 per cent.; in the amount 
insured thereby 64.3 per cent.; and in the amount 
of the assets 62.2 per cent. 

The losses by death during 1894 have been less 
in amount and in the number of lives than in 1893. 
The favorable difference will fully appear in the 
presentation of the Company's mortality exper- 
ience hereinafter made. 

The number of applications for policies received 
at the Home OflBice during the year was 12,602. 
Of these, 244 were not advised by the local exam- 
iners, and 1,137 were advised against by the Medi- 
cal Board. Declined cases are disappointing to 
the applicants and to the Company's solicitors and 
agents, and it need hardly be said are regretted 
by the managers. The adverse advice of the 
Medical Board seldom fails to commend itself to 
the executive officers by whom it is reviewed, 
and the percentage of such excluded cases does 
i^ot vary much year by year from ten per cent., 
and little if at all from the known percentage of 
other companies. 
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12,469 policies were issued, including those in 
the form of extended insurance of lapsed policies, 
and of paid-up policies of reduced amounts, and 
95 policies were revived or re-issued. 1,217 poli- 
cies ceased by death or maturity, 3,285 were sur- 
rendered, 2,409 lapsed, 1,605 were not taken, and 
797 expired at the end of their limited terms. The 
result is the net increase in the number of policies 
in force shown in the foregoing table. 

The total assets at par value being f55,283,- 
003.30, and the total debts and liabilities f51,- 
813,853.55, the surplus at the beginning of this 
year was f3,469,149.75. It is greater than the 
surplus of last year by |192,801.90. The increase 
of surplus by taking the assets at market value 
is 1246,744.40 The higher valuation of assets 
is that on which the Company's legal surplus is 
determined, but the lower valuation is adopted by 
the Company in testing its financial condition, 
and in making distribution of its surplus. The 
increase of the existing surplus is not unexpected. 
A further increase is expected to accrue by virtue 
of the action of the Board last year, in reducing 
the percentage somewhat of its distribution this 
year in the form of dividends to the members. 
This further increase was deemed expedient in 
view of the increasing magnitude of the reserve 
fund, to which the undistributed surplus relates 
as a provisional margin. Regard in this action 
was had also to existing financial conditions of 
the country, and their possible future effects upon 
values. The surplus to be distributed during 
1895 will give dividends to ordinary life policies 
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issued in 1845 of about 69 per cent, of the pre- 
mium^ and about 19 per cent, to policies issued in 
1894. 

The reserve fund in the statement of debts and 
liabilities is 151,306,812. The existence of this 
fund gives to the Company the character and func- 
tions of a Savings Bank, with the added and most 
observable obligation, which distinguishes the 
Company from a Savings Bank, of compounding 
the fund yearly at four per cent, interest. The 
fund as I have explained in former reports arises 
from two causes: First y because from the begin- 
ning of insurable ages to the end of life there is a 
growing rate of deaths, and hence a growing cost 
of insurance; increasing slowly from ages 20 to 40, 
and afterwards, with accelerating advances. Sec- 
ondy insured parties very generally dislike pre- 
miums increasing with the cost of insurance. To 
avoid this and keep premiums the same every year, 
either for the whole of life or for any specified per- 
iod, they are computed so as to meet the two con- 
ditions just named, and are called level premiums, 
while those meeting the yearly cost as it increases 
are called natural premiums. Under level pre- 
miums the policy-holder makes for a while over- 
payments in the nature of Savings Bank deposits, 
which compounded at 4 per cent, yearly, go to 
keep up an increasing reserve supplementing the 
inadequacy of the level premium at the higher and 
more costly ages of the Insured. This reserve is 
held by the Company in trust, and goes at the 
maturity of the policy by death or otherwise to- 
wards its payment. At the age of 100 the reserve. 
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according to the Actuaries^ Table, for an ordinary 
life policy is eqnal to the sum insured by it; by 
the American Experience Table at age 96. An 
endowment policy maturing before death has also 
a reserve equal to the sum it calls for. The policy 
valuations by the Mathematical Department every 
year include the reserve of each policy, and are 
made with great particularity, requiring much 
labor and time. The completeness of the methods 
and the accuracy of the calculations are evidenced 
by the close correspondence of the results in the 
Company's OflSce with those by the Commissioners 
of some of the States in whose offices the same cal- 
culations are made. 

The great difference in the amount of the Com- 
pany's reserve fund, resulting from a difference of 
one-half of one per cent, in the rate of interest 
used in the calculations, is shown in the statement 
to be nearly three millions of dollars; due to the 
circumstance, that the higher the rate of discount 
of a future payment, the lower is the present 
value. It is now, however, unquestioned and 
admitted, that the reserve fund ought not be com- 
puted at a higher rate than four per cent., which 
rate is used by this Company. While as I have 
said, the reserve of each policy is a deposit with 
the Company, in trust for the policy, it does not 
follow and is not true that the policy-holder is 
entitled to withdraw it at his pleasure. In a Mu- 
tual Company the interests of all are to be con- 
served, and such withdrawal by some members 
would tend to the disadvantage, more or less 
important, of those who adhere. This disadvan- 
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tage has always been considered by insurance 
experts, theoretical and practical, as sufficient to 
require compensation by what is called a surren- 
ded charge, to be paid by the retiring member. 
How large a part of the reserve it should be, has 
been and still is an open question. By the policy 
contracts of all companies in the eariy years of life 
insurance in this country, the reserve was forfeited 
to the company when the policy lapsed. The 
inequity and wrong of this led to more just prac- 
tices by which some part of the reserve was 
allowed to the holder in cash or some form of 
insurance. This Company very early began to 
give liberal allowances in both forms, and in 1879 
adopted its present non-forfeiture system, which 
has afforded great satisfaction to its members, 
and been in all respects advantageous to the Com- 
pany. On policies of what is called the "con- 
vertible" class, definite cash values are guaran- 
teed. 

The new and I think excellent plan lately 
matured by the Mathematical and Executive 
Departments for the application to all policies 
of definite agreements in this behalf, which has 
received the consideration and sanction of the 
Directors, is now being prepared for publication. 
It is in my judgment greatly superior to any gen- 
eral system now in use for lapsed and^surrendered 
policies, and for the granting of loans secured by 
the policies. It is well adapted to the wants of 
those desiring insurance, and based on principles 
at once equitable to members and safe to the Com- 
pany. 
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What the losses by death have been daring 1894 
compared with those in 1893, appears from the fol- 
lowing table wherein the lives and policies ter- 
minated by death and the sums insured thereby 
are set down for the months of each of the two 
years: 

Jan. 1808 90 policies on 76 liveB, insuring $807,286 00 

1894 95 *• 79 " " 299,50100 

Feb. 1898 95 •* 75 •' " 284,084 00 

1894 88 •• 70 " " 290,527 00 

March, 1898 106 •* 91 •* •• 888,19100 

1894 118 ** 89 •* •• 876,046 00 

April, 1898 99 *• 87 *' " 817,88100 

1894 112 " 87 " •• 882,990 00 

May, 1898. 95 " 88 ** " 269,849 71 

1894 88 " 67 " " 278,260 00 

June, 1898 120 " 85 *• ** 828,208 00 

1894 88 " 78 " " 275,718 00 

July, 1898 95 " 74 " *• 805,096 00 

1894 76 " 66 " " 209,216 00 

August, 1898 81 *• 67 " " 246,291 00 

" 1894 100 " 82 " " 806,988 00 

Sept 1898 89 " 74 ** ** 282,278 00 

1894 82 " 78 " *' 287,959 00 

Oct. 1898 109 ** 79 " " 818,58100 

1894 88 ** 67 *• " 290,19100 

Nov. 1898 105 *' 91 " " 282,984 56 

1894 75 *• 60 " " 229,758 00 

Dec. 1898 108 " 92 " " 828,462 50 

1894 96 ** 81 " " 807,584 00 

No. of Deatha No. of Pollolet Amount Insured 

1898 974 1192 $8,609,082 77 

1894 899 1091 8,484,788 00 

Decrease in 1894 $ 124,299 77 

Of the 899 lives ceased in 1894, 117 were between 
the ages of 60 and 65; 121 between the ages of 65 
and 70; 112 between the ages of 70 and 75; 78 be- 
tween the ages of 75 and 80; 50 between the ages 
of 80 and 85; 21 between the ages of 85 and 90; 
and one at 92. While these statistics are not 
without interest as evincive in a general way of 
longevity under the improved sanitary conditions 
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of life, they signify little as to accurate rates of 
mortality, either actual or probable. These can 
be ascertained only by observing how many lives 
from a considerable number at each successive age 
cease by death during the ensuing year. Any 
other way of testing mortality is apt to be mislead- 
ing. The number of ceased lives increases with 
the age. This increasing number, or percentage, 
is the death rate, and to find it accurately, as it is 
found from the long experience of a large com- 
pany, requires an extended and careful calcula- 
tion. Much time and labor have been given to 
this subject by the Mathematical Department. 
Taking for example the single year 1890, there 
were members living at each age from 16 to 92. 
The years and fractions of years exposed to death, 
at the several ages, and the number of deaths 
among them respectively are ascertained, and the 
actual rate at each age is thence derived. The 
results for each single year, when combined, form 
the Company's mortality experience as a whole. 
The mortality of this Company and of companies 
generally is lower than that of the population at 
large, because the insured lives are selected. The 
favorable effect of selection is mainly during the 
first five years. 

The exact computations for 1893 and 1894 have 
not been completed, but closely estimated and 
combined with preceding years, the resulting rate 
of losses, according to the amounts insured, is 89 
per cent, of the American Experience Table dur- 
ing the past fifty years. It is to be observed that 
the percentage of lives ceased b^ death differs 
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necessarily somewhat from the percentage of losses 
by amounts insured. By lives the percentage 
is about 86 per cent. 

Allusion has been made in former reports to 
the gradual going out of the lives insured in the 
Company's first year, 1845. The number of poli- 
cies dated in that year was 702. Of these, 128 
being term policies expired by limitation; 239 
lapsed; 45 were cancelled; 46 surrendered; 225 
ceased by death; and 19 are still in force. It is 
worthy of notice that among the 244 lives subject 
to examination during the 50 years for mortality 
exhibit, the deaths have been 99.1 per cent, of the 
probable number by the American Experience 
Table. This close correspondence is the more 
observable because of the limited scope afforded 
by the small number, 244, for the operation of the 
tabular mortality law. Of the insured by the 1845 
policies 2.3 were living at the beginning of 1894. 
Two surrendered their policies for their full 
reserves and two died. The oldest of the survi- 
vors is Mr. Benjamin C. Miller at the age of 93. 

The payments made by the Company to the two 
members of 1845 who died in 1894, are largely in 
excess of the premiums paid by them to the Com- 
pany during the long period in which they were 
insured. On the policy for |5,000 of one of them 
the full premiums amount to |6,425. This reduced 
by 13,601.81 paid for dividends, leaves the net cost 
12,823.19, while the amount paid in settlement of 
the policy at decease was f 5,040.81, a difference in 
favor of the policy of f2,217.62. In the second 
case, where the policy was also for f 5,000, and the 
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insured one year younger, the dijfference in favor 
of the policy was f2,226.42. No account is here 
taken of compound interest, a powerful factor in 
the case of the Company which would have been 
availed of but little, if at all, by the policy-holder. 
During the entire fifty years the receipts for 
premiums and interest, and the manner in which 
they have been appropriated, are summarily 
shown in the following table: 

RECEIPTS 
From May. 1845, to January 1, 1885. 

Premiums, $161,146,26171 

Interest 56,659,109 17 

Total $216,704,860 88 

APPROPRIATED AS FOLLOWS: 

Policy Claims $78,757,256 98 being 84.0 per cent. 

Surrendered Policies 18,826,084 50 " 8.7 

Dividends 45,880,975 14 " 21.0 

Returned to Members .$187,964,816 62 " "^ 

Taxes and Expenses 24,998,800 90 ** 11.5 

Net Assets 58,746,248 86 " 24.8 

Total $216,704,860 88 " lOoio 

Looking to the future, a less favorable rate of 
interest on the Company's investments than that 
which was derived during a large part of its past 
is doubtless to be expected. A recognition of this 
import:ant circumstance ought not to be omitted. 
The sources of surplus to a life insurance company 
are chiefly three: (1) The excess over four per cent, 
interest; (2) The difference between the losses by 
death among its members, and the probable losses 
by the table on which its premiums are computed; 
and (3) The expenditure by the Company in the 
management of the business of less than the mar- 
ginal loading of the premiums. From an average 
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rate of six per cent, for many years on invest- 
ments, there has been a decline, the ejffects of 
which are felt by all investors, and mnst neces- 
sarily appear in the dividends to policy-holders. 
The mortality experience to which I have referred 
seems to warrant the belief that from this source 
advantages not differing much from the past will 
be derived in the future. Expenses of manage- 
ment have been increased in the way of commis- 
sions by the action of the large Tontine Com- 
panies in the competition between them for the 
greatest amount of new yearly issues. This Com- 
pany has engaged in no such competition, but has 
pursued the policy and methods set forth in my 
yearly reports and based on the indisputable truth 
that new issues, while needful to a company's 
indefinite continuance, are not needful to its 
ability to meet advantageously all its policy con- 
tracts, and that new issues cannot rightfully be 
obtained at a cost injurious to the membership. 
The action of competing companies has necessa- 
rily affected, to some extent, all companies in 
retaining solicitors and agents. I think the evils 
of this competition for mere expansion, instead of 
for excellence of management, tested by the cheap- 
ness and security of the insurance afforded to 
members, are now so apparent to competent and 
impartial observers as to encourage the hope that 
better counsels are about to prevail. The expenses 
of this Company during 1894, including taxes, 
consumed 13.46 per cent, of its income. The 
expense rate of the previous year was 13.61 per 
cent. 
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In conclusion, I am confident, if regard be had 
to the Company's investments, made under the 
careful supervision of the Directors, and beyond 
reasonable question abundantly good for the value 
set down in the statement, and next to the advan- 
tages ojffered to those desiring insurance by the 
Company's known methods, with the studiously 
devised safeguards for itself and its policy-holders, 
that its continued prosperity and usefulness may 
be regarded as assured. Many who are now insured 
by its policies will in all probability be living 
as members, to witness its improving and increas- 
ing beneficence at the close of its second half cen- 
tury in 1945. 

A vacancy in the Board was caused during the 
year by the lamented death of the Hon. (Jeorge 
A. Halsey, of this city. He was elected a Director 
of the Company, June 4, 1885, and died April 1, 
1894. He was distinguished as a public spirited 
citizen, whose active and honorable participation 
in public affairs, both state and national, as well 
as in the local institutions of this city, made his 
decease an event much deplored. 

Mr. Robert P. Ballantine, of Newark, was 
elected Director for the unexpired term. 

Respectfully submitted, 

AMZI DODD, 

President. 
Newark, N. J., January 29th, 1895. 
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STATEMENT, JANUARY 1, 1896. 



RECCIFT8 IN 1896. 

PremlmnsreoeiTedinlSOS $7,80i,t84 89 

Interestand Bents received for 1806 8,7M,061 94 

Bili&ot^ Ja&urylit, 1895 53,716,243 36 

Total 161,333,62019 



EXPENDITURES IN I805. 

Claims by Death $S,800,7«1 41 

Endowments and Annuities 88S,9ft4 62 

Surrendered PoUdes 1,286,714 42 

Dividends or Betnm Premiums 1,627,440 28 

(Paid PoUcy Holders, $6,848,870 68). 

Taxes 248,077 24 

Expenses, including Agents' Commissions, Advertising, 

Salaries, etc 1,24«,484 87 

Profit and Loss Account, including Premiums paid on Bonds 

purchased 66,788 40 

$8,888,281 68 

Bala&co, Ja&ury lit, 1896 $65, 935, 388 60 

Total $61,333,620 19 
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ASSETS, JANUARY 1st, ISOS. 

CMh on band and in BftDlu $ ft80,«M M 

Loans on Oollatoral, U. a Bonds, and other seoorities. 8«87t«iOO 00 

United States and other Bonds, par ll,0ftM19 M 

First Bonds and Mortgages on Real Estate 08,074,840 01 

BealBBtate 1,801,078 70 

Loans on Policies in foroe 7,008,010 07 

Agents^ lialanoes and cash obligations 4,700 74 

$00,000,088 00 

Interest dne and aocmed $1,100,000 01 

Net deferred and unreported Premimns on 

PoUdes in foroe 704,477 40 1,800,870 07 

ToUL $67,796,aei 67 



LIABILITIES. 

Beserre Fund, 4 per oent $00,018,001 00 

PoUoy Claims in process of adjustment 000,881 08 

Allowanoe for Unpresented Claims. 70,000 00 

DiTidendsdneand unpaid 004,000 00 

Premhuns paid in advanoe 10,080 80 $04,187,704 04 

SnrplM $3,607,637 03 



From the above Surplus a dlTidend has been declared to 
each policy entitled thereto, payalde on its anniver- 
sary in 1880. 

Surplus by Legal Standard of New Jersey, New York, 
Massaohnsetts, etc, based on Market Value of Assets 
and 4 per cent. Beserre. $4,081,470 00 

Polioieo ieoned and leyived in 1895 13,446 

Inouring $ 32,846,458 

Hnmber of Polioieo in foroe, January 1, 1896 84,916 

Inonring $218,917,716 
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REPORT. 



THE Fifty-flpst Annual Statement prefacing 
this Report is submitted in customary form. 
The exhibit it gives of the Company's business 
during 1895^ and of its general condition at the 
close of the year, is a favorable one. How it 
compares in resi)ect to the Company's growth, 
with the similar exhibit for each preceding year 
since 1881, is shown by the following table, where- 
in the number of policies in force, the amount 
insured thereby, and the amount of the assets, are 
set down as these items severally were at the 
beginning of each successive year: 



Amount Insured 

$137,411,677 00 $84,073,000 23 

120,610,105 00 86,005,848 86 

188,208,768 00 86,581,242 04 

185,848,548 00 87,762,421 65 

180,416,807 00 88,846,251 20 

148,186,656 00 80,087,680 15 

147,180,408 00 41,870,228 88 

158,408,628 00 42,806,067 70 

162,617,014 00 44,620,228 50 

172,840,044 00 46,654,802 57 

188,171,888 00 48,576,888 05 

105,608,088 00 51,000,881 00 

202,276,750 00 58,018,650 00 

200,860.528 00 55,288,008 80 

218,017,716 00 57,705,261 57 

The steady advance during these fourteen years 
is observable. It has been 82 per cent, in the total 

number of policies; 71.8 i)er cent, in the amount 

thereby insured, and 70 per cent, in the amount 
of the assets. 
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In regard to the General Statement for 1895, 
it should be Bald that the fiscal year covered by 
it has been shortened relatively to former years 
by the earlier closing of the Company's books. 
The effect of this change has been to exclude from 
the accounts what was in transit from agents 
but not actually in the Company's possession 
before January 1, 1896. The items that have 
been consequently reduced in amount from what 
they would otherwise have been, are the receipts 
for interest, premiums and rents, and also the 
number of policies issued, policies in force, and the 
amount insured. 

The number of applications for policies received 
at the Home OflSce during the year was 13,894. 
Of these, 269 were not advised by the local medi- 
cal examiners, and 1,209 were advised against by 
the Company's Medical Board. It is a noticeable 
circumstance illustrating the prevalence of the 
law of averages, that the percentage of appli- 
cations declined has been very nearly the same 
for successive years. This is true both of the local 
examinations and of the applications advised 
against at the Home OflSce. The total yearly 
percentage is close to 10 per cent. 

During the year, 13,318 policies were issued. 
This is in excess of the issues of any previous year 
in the history of the Company. Included in this 
number are those in the form of extended insur- 
ance of lapsed policies, and of paid-up policies of 
reduced amounts. 128 policies were revived or 
re-issued; 1,309 policies ceased by death or matur- 
ity; 3,126 were surrendered; 2,154 lapsed; 1,754 
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were not taken, and 931 expired at the end of 
their limited terms. The resulting net increase 
in the number of policies in force is shown in the 
foregoing table. 

The losses by death reported during 1895 
amount to $3,836,585.36, an excess of $351,852.36 
over the losses of 1894; not an undue excess, as 
the losses of 1894 were relatively small, being less 
than those of 1893. Those of 1895 are approxi- 
mately estimated at 90 per cent, of the American 
Experience table. They will be accurately com- 
puted hereafter as explained in my Report of last 
year. 

Of the 973 persons insured whose deaths were 
reported in 1895, there were two between the ages 
of 90 and 95; 11 between the ages of 85 and 90; 
58 between the ages of 80 and 85; 102 between the 
ages of 75 and 80; 134 between the ages of 70 and 
75; 118 between the ages of 65 and 70; 132 between 
the ages of 60 and 65; and 416 under the age of 60. 

Two of the above reported deaths were of those 
insured in the Company's first year, 1845, one at 
the age of 75, and one at the age of 77. The death 
of Mr. Josiah O. Low, of Brooklyn, New York, 
who was insured in 1845, also occurred in 1895, 
but was not reported till the present year, and is 
not included in the foregoing losses. Mr. Low 
succeeded his father, Seth Low, in 1855 as one 
of the Company's Directors, and continued in the 
Board till 1873, taking always an active and 
useful part in the management. His age at death 
was 75. He wa»an exceptionally gifted, wise and 
upright man. Of those insured during 1845, 
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the three deaths above mentioned are those known 
to have occnrred dnring the last year ont of the 
19 living at its beginnings leaving 16 surviving. 

The following table gives the losses both by 
policies and lives for each month daring the two 
years 1894 and 1895. 

Jaa. 1804 95 policieB on 79 lives, insaring $299,601 00 

1895 115 " 96 " ** 402,959 78 

Feb. 1894 88 " 70 " " 290,527 00 

1895 88 " 70 " " 887,11100 

March, 1894 118 " 89 " " 876,046 00 

1895 182 ** 112 " " 881,889 64 

April, 1894 112 " 87 " •* 882,990 00 

1895 116 " 96 " " 389,775 64 

May, 1894 88 " 67 " " 278,260 00 

1895 98 " 71 •• *» 298,855 00 

June, 1894 88 *' 78 " ** 275,718 00 

1895 90 *' 81 ** " 802,087 00 

Julv, 1894 76 '' 66 " " 209,216 00 

1895 71 " 61 " " 215,447 72 

August, 1894 100 " 82 " " 806,988 00 

1895 87 " 77 ** " 277,864 82 

Sept 1894 82 *• 78 " " 287,959 00 

1895 107 •* 79 " " 869,555 00 

Oct. 1894 88 " 67 " " 290,19100 

1895 84 ** 69 ** " 288,788 00 

Nov. 1894 75 " 60 " " 229,758 00 

1895 86 " 71 ** " 256,494 81 

Dec. 1894 96 " 81 ** " 307,584 00 

1895 114 " 90 " " 376,818 00 

No. of PoUolet No. of Deaths Amount Insured 

1894 1091 899 $8,484,733 00 

1895 1188 978 8,836,585 86 

Increase in 1896 .$ 351,852 36 

An examination of the figures in the above table 
shows large differences in the losses of diflferent 
months; the amount in July, 1895, for example, 
being little more than one-half that in January of 
the same year. It serves also to illustrate that in 
life insurance hasty or limited inductions are mis- 
leading. By months the variations are great; by 
years much less, but still liable to be considerable. 
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It is only through a series of continuous years that 
the rate of mortality is seen to approximate to a 
reliable steadiness. Standard mortality tables are 
made from large numbers observed through long 
periods. 

Life insurance companies owe it to the public 
as well as to their members, to give the results 
of their experience as to the mortality of insured 
lives with frequency and completeness: an obli- 
gation which this Company carefully seeks to dis- 
charge. 

In regard to the policies of 1845 ceased by death 
in 1895, it is well to notice what was paid on 
account of them by their holders during the fifty 
years of their currency, compared with what was 
paid by the Company when they became claims. 
Policy No. 159, for |1,(M)0, dated July 8, 1845, 
issued at age 27; annual premium, |21.70; ceased 
by death January 14, 1895. The fifty annual pre- 
miums equal |1,085. The surplus arising yearly 
and returned to the policy-holder on the annual 
settlement of premium, was in the aggregate 
1605.44. This return of surplus reduced the actual 
payments of the policy-holder to the sum 
of 1479.56. On the other side, the Com- 
pany paid the face of the policy with a post 
mortem dividend, making the sum of |1,008.24. 
Similar results appear as to Policy No. 659, 
dated December 30, 1845, ceased by death Feb- 
ruary 14, 1895; amount insured, |5,000, issued at 
age 25. The Afty annual premiums of |105.50 
each, equal f5,275. The surplus returned on set- 
tlement of yearly premiums was in all |2,947.72, 
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reducing the total payments on account of the 
policy by its holder during the fifty years to |2,- 
327.28. On the other side, the Company paid the 
face of the policy and a post mortem dividend, 
making the sum of |5,043.61. 

These results, it is obvious, could not have taken 
place except by the accumulating power of money 
compounding in the hands of the Company at 
favorable rates of interest. During the half cen- 
tury the Company furnished insurance at its 
yearly cost, and paid on each policy when a claim 
more than twice what the policy-holder had paid. 
The functions of a savings bank were advantage- 
ously exercised with those of an insurance com- 
pany. These functions are made necessary by the 
nature of the level premium, and impose special 
obligations on managers as to economy of admin- 
istration, and the limitation of expenses for the 
conduct and expansion of the business. In my 
judgment, the recent legislation and the recent 
measures of companies to prevent solicitors and 
agents from giving away any part of their com- 
missions to those taking policies as inducements 
to take them, could be well exchanged for suitable 
concert of action on the part of companies to 
lessen the excessive cost of new business, and for 
appropriate legislation to enforce it, thus stopping 
the practice complained of, by ceasing to furnish 
the means and the overmastering temptation to 
the agents and solicitors to continue it. 

The 84,916 policies in force January 1, 1896, are 
contracts for the payment of |218,917,716.00 dur- 
ing the next fifty or more years. The Company^s 
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resources for these payments are its aggregated 
policy values, called the reserve fund, and the pre- 
miums to become due on the policies. The 
adequacy of these resources is based on the prob- 
able length of the insured lives taken together, 
and the probable continuance of interest on good 
procurable investments at as high a rate as four 
per cent, per annum. Possible occurrences and 
changes in the future can be imagined to frustrate 
all calculations and overturn all business affairs; 
but the most confident expectations of the future 
are based not on conceivable possibilities, but on 
what is proved by experience to be altogether 
probable. In this view the American experience 
table and four per cent, interest, on which we rely 
for stability, are not, it seems to me, open to 
reasonable dispute. As things now are, these 
rates are superabundant. They yield yearly a 
large surplus for distribution to our participating 
policies. The increase in our surplus over that 
of last year is shown by the statement to be |138,- 
387.28. 

The savings bank deposits to which I have 
alluded, are the reserves held to the credit of the 
policies. They are also the self insurance sums, 
because to their extent the Company is at no risk. 
These deposits cannot be legitimately used for any 
purpose except payment of the policies to which 
they severally belong. It results from their 
nature that the older a policy becomes, the less 
the loss to the Company. So that while by the 
tables the probability of death increases with age, 
and consequently the cost of insurance increases. 
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the amount at risk on the policy is at the same 
time steadily decreasing. Thus in the two poli- 
cies of 1845 that ceased by death in 1895, the 
|1,000 policy had a reserve of 1721.24, and that for 
|5,000 a reserve of 3,540.29. These reserves were 
the self insurance sums, and went out of the Com- 
pany's accounts when the policies were paid. The 
following table shows how the reserve increases 
year by year in an ordinary policy, at the two rates 
of 4 and 4| i)er cent. 

OompaimtiT* Tabl* of roserros compntad by th* AnMriean 
Wbepmrimncm TabU of Mortality at ^ and %}4% ibr an 
ordinary U§e poliey iMOod at afo 39 ibr $1^000; and 
showing both roMrros at the oad of oach snecoflsiTO yoar 
of affo. Nat promium $18.8« at %% and $17.08 at 4Kj& 



Age 


a 


4^ 


Age 


i% 


4^ 


Age 


a 


iH% 


35 


$ 10 74 


$ 9 82 


56 


$882 24 


$816 30 


76 


$700 92 


$686 92 


86 


21 88 


20 04 


57 


851 28 


885 08 


77 


717 13 


708 60 


87 


88 42 


30 67 


58 


870 49 


858 97 


78 


788 17 


720 12 


88 


45 88 


41 72 


59 


889 82 


878 08 


79 


749 08 


786 50 


89 


57 75 


58 20 


60 


409 24 


892 88 


80 


764 58 


752 57 


40 


70 55 


65 12 


61 


428 71 


411 67 


81 


779 84 


768 39 


41 


88 80 


77 50 


62 


448 19 


481 08 


82 


794 88 


784 00 


42 


97 50 


90 84 


68 


467 64 


450 51 


88 


809 84 


799 56 


48 


111 65 


108 66 


64 


487 02 


469 91 


84 


824 81 


815 15 


44 


126 25 


117 45 


65 


506 29 


489 24 


85 


889 61 


880 62 


45 


141 81 


131 72 


66 


525 40 


508 46 


86 


854 00 


845 67 


46 


156 81 


146 46 


67 


544 80 


527 51 


87 


867 65 


859 98 


47 


172 75 


161 67 


68 


562 98 


546 88 


88 


880 54 


878 50 


48 


189 11 


177 84 


69 


581 28 


564 90 


89 


893 00 


886 60 


49 


205 87 


198 48 


70 


599 29 


588 16 


90 


905 24 


899 50 


50 


222 99 


209 92 


71 


616 98 


601 09 


91 


916 69 


911 57 


51 


240 46 


226 81 


72 


684 24 


618 71 


92 


926 04 


921 44 


52 


258 26 


244 06 


78 


651 24 


686 05 


98 


984 82 


980 73 


58 


276 87 


261 67 


74 


667 99 


658 17 


94 


942 70 


989 06 


54 


294 75 


279 59 


75 


684 54 


670 12 


95 


1000 00 


lOOOJOO 


55 


313 89 


297 81 















The reserve is equal to the face of the policy 
at age 96. The reserves on similar policies of 
larger or smaller amounts will of course be cor- 
respondingly increased or diminished. 
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This Company^s non-forfeiture system is based 
on the nature and purpose of reserves as exempli- 
fied by the above table; so also are its surrender 
values, and loans to the members. Its practice 
in these resi)ects is in accordance with the mathe- 
matical principles on which premiums are com- 
puted. It is in accordance also with the equities 
between the policy-holders for whom the Company 
is the trustee. During the last seventeen years, 
its operation in respect to policies lapsing for non- 
payment of premiums after premiums for two full 
years have been paid, has been most satisfactory 
t6 the Company and its members. Policies extend- 
ed for a term of years longer or shorter, accord- 
ing to the amount of their several reserves, 
become claims if death occurs within the limited 
term, otherwise they are void. The losses by 
death that have happened among those insured 
by extended policies during the seventeen years, 
have been slightly less than 87 i)er cent, of those 
probable and expected by the mortality table. 
Our experience has so far demonstrated the sound- 
ness of the system for the Company, and its great 
beneficence to the members. 

The increase of membership during the year and 

the persistency of its older policies, evince the favor 

with which the Company^s equitable methods are 

regarded, and warrant the expectation of an 

increasing usefulness and prosperity in the future. 

Respectfully submitted, 

AMZI DODD, 

President. 
Newark, N. J., January 28th, 1896. 
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STATEMENT, JANUARY 1, 1899. 



RECEIPTS IN I808. 

BeoelyedforPremiimiB $9,158,117 S6 

BeceiYed for Interest and Bents S,S71,«18 01 

$18,6M«7M M 

Bila&M, Joautty Ist, 1898 61,096,821 32 

ToUl 173,636,663 68 



EXPENDITURES IN 1898. 

Claims by Death $t*M«,4S» 41 

Endowments and Annuities. S«1«SM IS 

SnppenderedPoUciee M^Ml* 70 

DiTidends or Betnm Premiums 1,766,711 SI 

(Paid PoUcy Holders, $7,S47,81S.M.) 

Taxeeand Internal Bevenne Stamps 8S0,860 S7 

Bxpenses, including Agents* Oommissions, Advertising, 

Salaries, Ac 1,467,S88 14 

Profit and Loss Accoont, including Premiums on Bonds Pur- 
chased, and $60,000 charged off from Beal Estate to 
cover possible depreciation 249,066 7S 

$0,886,861 06 

Balaaoo, Joauary let, 1899 64,311,301 60 

ToUl $73,626,663 68 
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ASSKTSp JANUARY 1st, 1899. 

OuhonhandandinBuikB. $ 871,696 M 

Loans on Ck>nAtenl, U. 8. Bonds, and other seonrities. 4,014,600 00 

United States and other Bonds, par 14,266,817 06 

First Bonds and Mortgages on Real Estate 68,6M,»60 68 

Real Estote 2,060,614 61 

Loans on Policies in force 0,011,688 ti 

Agents' balances and Gash obligations 80,486 06 

$64,641,601 60 

Interest due and accrued $1,160,164 67 

Net deferred and nnreported Preminms on 

PoUdesin force 718,640 68 

1,878,674 80 

ToUl $66,219,976 19 



LIABILITIK8. 

Beeerve Fond, 4 per cent $60,878,674 00 

Policy Claims in process of adjustment .... 886,818 67 
Present Valoe of $86,000, hereafter payable 

on Matnred Instalment Bonds 84,617 66 

Allowance for Unpresented and Contingent 

Claims 800,000 00 

DiTldends due and unpaid. 660,840 00 

Premiums paid in advance 88,768 47 



61,708,418 60 



8nrpta8 $4,617,663 80 



Surplus by Legal Standard of New Jersey, New York, 
etc., based on Market Value of Assets and 4 per cent. 
Reserve $6,604,180 71 

Folimee iBsned and leyiYod in 1898 16,662 

InBnring $ 36,949,668 

FolioieB in foroe, Jannazy 1, 1899 97,884 

InBDiing $246,360,788 
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REPORT, 



THE Fifty-fourth Annual Statement submitted 
herewith shows summarily^ in customary 
form, the business of the year 1898, and the Com- 
pany's condition at its close. How they compare 
with those of preceding years appears from the 
synoptical table continued from my former annual 
reports, wherdn are set down the number of poli- 
cies in force, the amount insured by them and the 
amount of the assets at the beginning of each of 
the past eighteen years, from 1882 to 1899, inclu- 
sive: 





Ho.ofPolletot 


Amount Insiirwl 


1889 


46,652 


$127,411,677 00 


1888 


47,887 


129,619,106 00 


1884 


49,178 


188,298,768 00 


1885 


50,861 


185,848,648 00 


1886 


61,846 


189,416,807 00 


1887 


68,688 


148,186,656 00 


1888 


55,862 


147,189,408 00 


1889 


67,964 


168,498,628 00 


1890 


61,827 


162,617,014 00 


1891 


65,154 


172,840,944 00 


1898 


69,860 


188,171,888 00 


1898 


74,846 


196,698,088 00 


1894 


77,498 


202,276,760 00 


1896 


80,744 


209,869,628 00 


1896 


84,916 


218.917,716 00 


1897 


87,979 


225,417,065 00 


1898 


92,788 


284,496,688 00 


1899 


97,884 


246,860,788 00 



$84,072,099 28 
85,006,848 86 
86,681,242 94 
87,762,421 65 
88,846,261 20 
89,987,689 16 
41,879,228 88 
42,896,067 79 
44,629,228 59 
46,664,892 67 
48,676,888 05 
51,009,881 09 
58,018,660 00 
55,288,008 80 
57,795,261 57 
60,816,080 85 
68,024,972 21 
66.219,976 49 

The number of policies has been more than 
doubled, the increase being very nearly 110 per 
cent. Of the amount insured the increase has 
been 93 per cent; of the assets, 94 per cent 

The number of new policies issued in 1898 is 
15,412, being 380 more than the issues of any prior 
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year^ a result not thought probable when the war 
was in prospect. These new issues include extend- 
ed insurance contracts and the paid-up policies 
made in pursuance of the stipulations contained in 
the policies that ceased during the year for non- 
payment of premiums. The number of ceased or 
lapsed policies revived or re-issued during the year 
is 150; ceased by death or maturity^ 1,439; surren- 
dered, 3,465; lapsed, 2,135; not taken, 2,070, and 
1,307 expired at the end of their limited terms. 
The resulting net increase in the number of poli- 
cies in force at the end of the year 1898 is 5,146. 

The record of deaths among the insured in 1898, 
as compared with that of 1897, is set forth in the 
following table: 

Jan. 

<( 

Feb. 



1897 106 policies on 86 lives, insuring $822,348 82 



1898 127 " 107 

1897 104 " 88 

1898 109 " 89 

March, 1897 Ill " 92 

1898 181 " 109 

April, 1897 107 ** 89 

1898 107 " 88 ' 

May, 1897 181 " 104 

1898 85 " 76 - 

June, 1897 108 " 78 ' 

1898 102 " 84 ' 

July, 1897 105 " 86 ' 

" 1898 92 " * 78 - 

August, 1897 81 " 69 

" 1898 96 ** 84 ' 

Sept. 1897 84 " 72 

1898 Ill " 92 

Oct. 1897 98 " 76 

1898 99 " 86 ' 

Nov. 1897 119 " 90 

*« 1898 96 " 81 • 

Dec. 1897 129 " 108 ' 

1898 116 " 96 • 

No. of Deftthi No. of Polloles 

1897 1,088 1278 

1898 1,065 1271 



888,051 00 
289,489 62 
278,842 00 
825,076 00 
881,495 66 
805,854 00 
806,916 00 
410,690 00 
241,604 00 
836,836 00 
258,010 00 
297,044 88 
263,098 00 
196,588 66 
245,631 00 
238,010 00 
296,908 00 
272,778 00 
276,596 00 
855,719 00 
225,645 88 
860,388 00 
887,147 76 



Amount Insured 

$8,705,071 98 

8,494,444 75 

Decrease in 1898 $ 210,627 18 
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Of the 1,065 persons whose deaths were reported 
as above, during 1898, one died at the age of 95, 
one at 94, one at 93, and three at 91; fourteen 
between the ages of 85 and 90; thirty-eight between 
80 and 85; one hundred and six between 75 and 80; 
one hundred and thirty-six between 70 and 75; one 
hundred and thirty-seven between 65 and 70; one 
hundred and sixty-four between 60 and 65, and four 
hundred and sixty-four under the age of 60. 

When the war with Spain was imminent the 
Company announced its readiness to give permits, 
upon applications therefor, to those insured by 
policies that had been previously issued, to 
engage in the naval and military service of 
the United States, without extra premium or 
charge. This offer did not extend to those apply- 
ing for policies after the war was declared and 
proposing to engage in such service. To such 
applicants the amount of insurance was limited to 
|2,000 in each case and for it an extra charge was 
made of 5 per cent, of the amount insured. 
Ten policies of this class were issued for an aggre- 
gate sum of 112,000, for which |600 for the 
extra premiums was paid. Permits were given 
to 166 applicants, previously insured. The 
amount insured by the 166 policies was f578,000. 
Among these there were three deaths considered 
to be direct results of the war, though the insured 
had not left the United States, but died of typhoid 
fever in hospitals at different military camps — 
one at Fort Myer, Virginia, one at Knoxville, 
Tennessee, and one at Fort McPherson, G^rgia. 
They were young men, volunteer privates, insured 
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for f 1,000 each. A fourth, and a notable death in 
the naval service, was that of Captain Charles V. 
Gridley, of Erie, Pennsylvania, insured August 
12th, 1873, for f5,000, then a naval officer 29 years 
of age. In March, 1897, he was ordered to the 
Asiatic squadron, and on July 28th, 1897, assigned 
to the U. S. S. "Olympia,'' which at the naval bat- 
tle before Manila, May 1st, 1898, was the flagship 
of Admiral Dewey. Captain Gridley, then in 
command, had been and then was sick, but 
wished to remain on the bridge with the Admiral 
during the fight. The Admiral would not risk 
losing all the senior officers by one shell, and sent 
him to the conning tower. These circumstances 
appear in the proofs of loss, from which it further 
appears that the roar of his own and the enemy's 
guns affected the sick commander, so far aggra- 
vating his disease that he was invalided soon after 
and ordered home. On the way from Hong Kong to 
Kobe, in Japan, June 5th, he died from cirrhosis 
of the liver, with extensive hemorrhage of the 
bowels. His death is stated by the attending 
Surgeon-General in his certificate accompanying 
the proofs to have been much hastened by, if not 
due entirely to his exertions and excitement in 
the battle. His remains were buried in Erie, the 
place of his home. His age was 54. The four 
deaths above are the only reported ones resulting 
more or less directly from the war. 

This reference to the mortuary record of 1898 
should not omit the name of Mr. Robert D. 
Weekes. His first policy, for |2,200, was issued 
in 1848. He entered the Company's service Feb- 
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ruary 1st, 1860, and continued in it till his death, 
February 23d, 1898. He was educated in the 
school of his father, the Rev. William R. Weekes, 
D.D., then a prominent citizen of Newark. His 
early training and subsequent experience as a 
teacher fitted him for the important duties of the 
position he held during thirty-eight years in con- 
nection with the Company^s records and accounts 
— duties which he performed with unfailing ac- 
curacy and exemplary care. His age and long 
services led the Company to ask from him, for a 
number of years past, but a short daily attendance 
at the oflBice, which he continued to a few days 
before his death. A religious and scholarly man, 
he devoted much of his last years, with absorbing 
interest, to making a complete translation into 
English of the New Testament in Greek, which 
was published in January, 1898, and has since 
received high commendation from competent 
judges of its worth. 

In my report last year a comparison was made 
between the number of deaths among the surviv- 
ors of those insured in the first year, 1845, and the 
number of deaths among those insured in the 
then last year, 1897. A similar comparison now 
of the deaths among the lives insured in 1898, 
with the deaths among the surviving members of 
1845, shows nearly coincident results in the two 
successive years. In 1897 twenty deaths were re- 
ported among those insured by the new policies 
issued in that year. In 1898 the reported deaths 
among the insured by new policies issued in that 
year were eighteen; two of the eighteen were 
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drowned at the same time by the upsetting 
of a boat in which they were sailing on an 
Iowa river. The conditions of the insured when 
their policies were issued and the unexpected 
occurrence of death in the cases illustrate the 
nature and utility of life insurance. The number 
of new issues in 1897 was less than in 1898. The 
number of deaths in 1897 among the newly-insured 
was two more than in 1898. 

Among the surviving members of 1845 there 
was but one death in 1897 and but one in 1898. 
Of the members insured in 1845 twelve were living 
at the beginning of 1898. The one death among 
them was that of Mr. Charles P. Burdett of Con- 
necticut, at the age of 77. He was the youngest 
of the twelve survivors, and insured for f2,500. 
Mr. Benjamin C. Miller insured May 20th, 1845, by 
policy number two, which was the first policy 
issued and taken, attained on the 10th of Decem- 
ber last the age of 96, when that and his sub- 
sequent policies were surrendered and paid. Of 
the remaining ten living at the beginning of 1899 
the oldest will be 91 in March next and the young- 
est 82 in the following October. From the appli- 
cation made by the oldest in July, 1845, for a pol- 
icy of f 1,000, it appears that he had shortly before 
been declined by a New York company on account 
of his unfavorable family record, of which con- 
sumption was a feature. After consideration, this 
Company ventured to assume the risk. Out of the 
twelve the probable deaths during 1898, according 
to the table, were four instead of one, if the table 
can properly be applied where the ages are dififer- 
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ent and the lives so few. As instances of longevity, 
two other lives insured by the Company may be 
named: the first that of Mr. Charles Barrett, a 
blacksmith in Ashburnham, Massachusetts, who 
in March, 1846, was insured for f 1,000 at the age 
of 58. He lived to be 96 in March, 1884, when his 
policy was paid; the second that of Mr. Caleb 
Baldwin of Newark, born November 28th, 1799, 
insured in April, 1864, for |1,000. At the age of 
84 he wished to surrender his policy and was paid 
for it by the Company its full value of |657.97. 
He is now living in good health in his one hun- 
dredth year. The experience of this Company is, 
I think, quite exceptional in this behalf. 

Neither of the policies paid as above at the age 
of 96 was payable by its terms except at the death 
of the insured. The obligation to pay the sums 
insured prior to death did not arise from the words 
of the policy contracts, but from the equities of 
the cases. Age 96 is the tabular limit of life. 
The policy premium, computed with reference to 
that limit, provides first for the cost of yearly 
insurance, that is, for the contribution by the pol- 
icy to the payment of policy losses other than its 
own, and, secondly, to a yearly accumulation for 
itself, called its reserve or self -insurance fund, 
which increases till at the age of 96 it becomes 
equal to the amount insured, and the policy is then 
entitled to be surrendered for that sum. 

Such a policy is often spoken of as an endow- 
ment payable at 96, or sooner at death, but be- 
tween it and the ordinary endowment there are 
important differences of purpose and form. The 
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contract in the latter is expressly two-fold, calling 
for payment of the policy at the end of a specified 
term or sooner if death should occur. In many 
ways this double purpose aims at beneficent 
results, as when a father provides against death 
during the term for those dependent on his earn- 
ings and for himself in order that when his earning 
powers shall haye ceased, he may not be depend- 
ent on others. For this two-fold contract the 
policy premium is also two-fold; one premium for 
the agreement by the Company to pay if the 
insured shall be living at the end of the term and 
another premium for the agreement to pay at 
death during the term. The added premiums 
make that of the combined term and pure endow- 
ment. Thus for an ordinary endowment of f 1,000 
issued at age 26, to mature at age 60, the net 
annual premium against death during the twenty- 
five years is eight dollars and eighty-eight cents, 
and the net annual premium for the pure endow- 
ment contract nineteen dollars and seventy-three 
cents, making twenty-eight dollars and sixty-one 
cents for the two-fold or ordinary endowment. 
This net premium, when increased by a margin of 
28 per cent., is that found in the Company^s pre- 
mium table. Long term endowments are, in my 
judgment, preferable to the ordinary life policies 
extending over so many years beyond what is in 
general the limit of insurable life, the age of 
seventy-five. 

The long course of policy number two on the 
life of Mr. Miller is specially noteworthy, ivrat, for 
the general results of it, and second, as an illustra- 
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tive example of the consequences of the difference 
between a natural and a level premium. The 
yearly level premiums on it, 54 in number of $51.00 
each, amounted to |2,754.00. The 54 dividends 
allowed year by year in reduction of the premium 
payments amounted to fl,586.55, so that the net 
cost of the insurance for |1,500.00 during the fift y- 
four years was 11,167.45. This result is due (1) 
to the operation of compound interest in the hands 
of the Company; (2) to the higher rates of interest 
prevalent during much of the period than at 
present; (3) to the favorable rate of mortality 
among the Company^s members, and (4) to econ- 
omy in the management. 

It is familiar knowledge that the natural net 
yearly premium means the yearly cost of insur- 
ance. For this policy of |1,500.00 the net natural 
premium at its inception at age 42 by 4 per cent, 
interest and American Experience Mortality is 
114.79; at age 52 it is |22.20; at age 62 it is |45.13; 
at age 72 it is |106.33; at age 82 it is 1251.38; at age 
92 it is f 1,014.80, and at age 95, when by the table 
death will have occurred by the end of the year, 
the natural premium is fl,500.00, discounted for 
one year, i. e., f 1,442.31. The net yearly level pre- 
mium for the same policy is f36.12 and is the equiv- 
alent of the series of yearly natural premiums 
increasing each year as indicated above. The 
calculations by which this equivalent level pre- 
mium is arrived at may be made arithmetically 
by means of the mortality and interest tables only, 
and in the early stages of life insurance were so 
made. The long and intricate computations so 
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originally made for the diversified forms of insur- 
ance on single and joint lives, have been super- 
seded by algebraical methods and subsidiary 
tables that greatly facilitate the mathematical 
work required in the conduct of the business. 

The level premium is what necessitates atten- 
tion and study for the understanding of the prin- 
ciples on which the business in companies like 
ours is carried on. From the level premiums 
come what are called self-insurance and reserves. 
To present to the eye the course of the policy in 
question through the 54 years from age 42 to age 
96 the following table will be useful. At the end of 
the first year |22.42 is what is left of the net pre- 
mium, f36.12, after deducting the contribution of 
the policy to the losses by death. To this reserve 
is added the net premium at the beginning of 43. 
Interest at 4 per cent, is added to the sum for one 
year; from that amount is deducted at the end of 
age 43 the contribution to the losses by death dur- 
ing that second year, and what remains is the 
reserve at the end of the second year; and so on to 
the end of the table. The difference between the 
reserve each year and the sum named in, or the 
face of the policy, is the amount at risk. It les- 
sens yearly as the reserve increases. The contri- 
bution of the policy to death losses each year is 
the cost of insuring during that year the amount 
at risk. While the cost of insuring fl,500 for one 
year is steadily becoming more, the amount 
actually insured is becoming steadily less. To 
find the contribution in any year add the net pre- 
mium to the reserve at the end of the preceding 
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year; increase the sum by 4 per cent, interest; 
deduct the reserve at the end of the year and the 
balance is the contribution. Thus the contribu- 
tion to losses occurring during the year from age 
60 to age 61 is f25.81, the losses being those prob- 
able according to the Mortality Table. In the 
year from 70 to 71 the contribution is f40.66. 



POLICY FOR $1,500 ISSUED AT AGE 42. 

Nbt Annual Pbbmixtm Ambbican Expbbibncb 4$( $86.12. 

Reserves at end of eyeby yeab of Table. 



Age 


Beserves 


Age 


Beserves 


Age 


Beseryes 


Age 


Beeerves 


42 


22.42 


56 


406.74 


70 


843.95 


84 


1213.17 


48 


45.59 


57 


437.92 


71 


872.84 


85 


1237.41 


44 


69.50 


58 


469.87 


72 


901.17 


86 


1260.97 


45 


94.15 


59 


501.02 


78 


929.01 


87 


1288.32 


46 


119.58 


60 


532.81 


74 


956.48 


88 


1304.42 


47 


145.63 


61 


564.68 


75 


983.52 


89 


1324.82 


48 


172.42 


62 


596.57 


76 


1010.34 


90 


1344.86 


49 


194.84 


68 


628.42 


77 


1036.88 


91 


1363.60 


60 


227.88 


64 


660.16 


78 


1063.15 


92 


1378.90 


51 


256.48 


65 


691.70 


79 


1089.12 


93 


1393.29 


52 


285.62 


66 


722.98 


80 


1114.57 


94 


1406.17 


58 


815.27 


67 


753.92 


81 


1189.55 


95 


1500.00 


54 


345.86 


68 


784.44 


82 


1164.17 


, , 




55 


875.87 


69 


814.47 


83 


1188.67 







The rates of interest and mortality during the 54 
years varied largely from those assumed in the 
foregoing table and from such variations, surplus 
accrued yearly which was returned as dividends 
to the policy-holder. From the margin or loading 
of about 38 per cent, of the net premium, addi- 
tional surplus arose. 

The reserves computed as exemplified above 
for its 97,884 policies, insuring |246,350,788.00, 
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constitute the Ck)mpany^s reserve fund or its in- 
debtedness to its policy-holders. The amount of 
all the policy reserves is 160,878,674.00. This 
sum is not at risk as insurance. It is a trust fund 
held for the members. If accumulated at 4 per 
cent, it will enable the Company, in connection 
with the future premiums payable by the mem- 
bers, to meet all its policy contracts as they shall 
mature. It is to be borne in mind that these pre- 
miums are computed on a rate of mortality much 
higher than the actual mortality of the past 
54 years; on a rate of interest much lower 
than that actually derived during the same period 
from its investments; and that to such premiums 
a large margin is added for expenses of business 
and possible adverse conditions — ^possible but not 
justly deemed probable. Whether it is probable 
that a lower than 4 per cent, rate of interest will 
rule in a future so near as to call for its adoption 
as to policies to be hereafter issued is a question 
which the Company^s Directors will decide dur- 
ing the year. 

The total assets, put down in this Statement at 
par, are as of January 1st, 1899, 166,219,976.49. 
The total liabilities, of which the reserve fund is 
the chief, are shown to be of same date, f61,- 
702,412.69. The difference is the surplus, |4,517,- 
663.80, from which dividends will be paid to par- 
ticipating policies at their anniversaries during 
1899. Where such policies are to be continued in 
force by the payment of renewal premiums, the 
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dividends have been declared by the Directors and 
ordered to be computed with reference thereto, 
and are conditioned on the premium payment. The 
dividends to the new issues of 1898 will be about 
18 per cent of the yearly premium of ordinary life 
policies, and increasing with the age of such poli- 
cies to 72.9 per cent of the premiums on policies of 
the oldest class issued in 1845. 

Another and a larger surplus is shown in the 
Statement, viz.: 15,394,189.71, due to the market 
value of the assets being greater than the face or 
par value. The more or less variable market 
value of some of the securities, chiefly railroad 
and municipal bonds, gives a less certain and 
reliable basis for the distribution of surplus in 
the form of dividends than that of the par values. 
The Company holds these bonds, taken with care- 
ful consideration on the part of the Directors, as 
in general expected permanent investments till 
maturity, when their par value only will be 
realized. The large difference between the par 
and the market values evinces the excellent char- 
acter of the securities. All the investments of 
the Company are made under the watchful super- 
vision of the Directors. To their close personal 
attention given to the financial interests and 
affairs of the Company must be attributed in large 
measure its present gratifying condition. 

To the Company's Medical Board, to the officers 
and those engaged in the several home office de- 
partments, to the zealous, able and efficient 
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agents, solicitors and examiners of the Company 
in forty-one States of the Union, I take this oppor- 
tunity to exi^ress my grateful appreciation of 
their co-operation and indispensable aid in the 
promotion of the Company^s prosperous and stead- 
ily increasing work. 

Respectfully submitted, 

AMZI DODD, 

President 
Newark, N. J., January 23, 1899. 
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STATEMENT, JANUARY 1, 1900. 



RECEIPTS IN 1899. 

Recseired for Piemitinis. . $9,956,807 49 

Receired for Interest and RenUi 3,480,124 23 

$13,436,931 72 

Bakmce Jamiary Ist, 1899 64,341,30160 

Total $77,778,233 32 

EXPENDITURES IN 1899. 

Claimsby Death $4,079,849 09 

Endowments and Annuities 643,82144 

Surrendered Policies 1,460,934 61 

Dividends or Return Premiums 1,888,946 27 

(Paid PolicybolderB, $8,043,281 41.) 

Taxes and Internal Revenue Stamps 377,183 92 

Expenses, including Agents* Commissions, Advertising, 

Salaries, etc 1,621,488 28 

Profit and Loss Account, including Premiums on B<»ids 

Purchased, and $20,000 charged off from Real Estate 

to cover possible depredation 241,646 30 

$10,283,836 91 

Bakmce Jamiary ist, 1900 67,494,696 41 

Total $77,778,233 32 
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ASSETS JANUARY 1st, 1900. 

Cashon Hand and in Banks $ 862,440 87 

Loans on Collateral, U. S. Bonds and other Securities. 0,559,700 00 

United States and otlier Bonds, par 14,928,416 66 

First Bonds and Mortfirages OQ Real Estate 32,697,443 32 

RealBsUte 3,217,849 98 

Loans on Policies in Force 10,211,077 25 

Agents* Balances and Cash Ot>ligations 17,768 33 

$67,494,696 41 

Interest Dne and Accrued $1,126,130 97 

Net Deferred and Unreported Premiums oo 

Polidesin Force 798,890 40 

1,925,021 37 

Total $69,419,717 78 



LIABILITIES. 

Reserve Fund, 4 per cent $63,960,112 00 

Policy Claims in Process of Adjustment. ... 21 4,892 68 
Present value of $58,500, hereafter payable 

on Matured Instalment Bonds 42,166 13 

Allowance for Unpresented and Contingent 

Claims 228,00000 

Dividends Due and Unpaid 371,774 75 

Premiums Paid in Advance 26,761 68 

64,840,707 24 



Surpliis $4,579,010 54 



Surplus by Legal Standard off N. J.* N. Y., 
etc.* based oa flarket Value off Assets and 
4 per cent. Reserve $5»625»693 22 



Folides Issaed and BeyiTed in 1899 18i236 

Iniuring $ 41,847,346 

FoUoieB in Foroe January l8t, 1900 106,178 

Xnauring $265,266,269 
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1845. 1900. 



Preminm Receipts to Jannary 1, 1900, $804,860,609 84 

Of this sum there has already been 
returned to Policyholders: 

For Policy Claims 46.0 per cent, $94,304,069 10 

For Surrendered Policies 12.9 " 26»385,291 47 

For Dividends 26.3 " 53,808,587 68 

Total 85.2 per cent., $174,497,948 25 

Leaving still in Company's possession, $ 30,362,661 59 

The Company's investments have 
yielded sufficient returns to pay all 
Expenses and Taxes, and still to add 
to the Policyholders' Fund for the 
fulfilment of existing contracts 40,103,738 87 

Total Assets, Jan. 1, 1900, Market Values, $70,466,400 46 



Digitized by 



Google 



REPORT. 



THE Fifty-fifth Annual Statement submitted 
herewith is a summary exhibit of the Com- 
pany's business during 1899, and of its condition 
at the close of the year. 

The tabular statement of the number of policies, 
the amount insured thereby, and the total assets 
at the beginning of each of the past nineteen years 
from 1882 to 1900 inclusive is as follows : 

Assets. 
$34,072,099.23 
36,005,348.86 
36,531,242.94 
37,762,421.65 
38.846,251.20 
39,987,689.15 
41,379,228.33 
42,896,067.79 
44,629,228.59 
46,654,892.67 
48,576,383.05 
51,009,881.09 
53,018,650.00 
65,283,003.30 
57,795,261.57 
60,316,080.35 
63,024,972.21 
66,219,976.49 
69,419,717.78 

The increase in each of the three above items 
during 1899 exceeds the increase during any of the 
preceding yeairs shown in the table. The number 
of the policies has increased during the tabular 
period from 46,652 to 106,178, a percentage of very 
nearly 128; the amount insured from J127,411,677 
to f 265,266,269, a percentage of 108; the amount of 
assets from |34,072,099.23 to ?69,419,717.78, a per- 
centage of something over 103. 





No. of Policies. 


Amount Insured. 


1882 


46,652 


$127,411,677.00 


1883 


47,837 


129,619,105.00 


1884 


49,178 


133,298,768.00 


1885 


60,361 


136,843,543.00 


1886 


51,846 


139,416,807.00 


1887 


53,633 


143.186,656.00 


1888 


55,362 


147,189,403.00 


1889 


57,954 


153,498,623.00 


1890 


61,327 


162,617,014.00 


1891 


66,164 


172,840,944.00 


1892 


69,350 


183.171,333.00 


1893 


74,346 


195.698,088.00 


1894 


77,493 


202,276,750.00 


1895 


80,744 


209.369,528.00 


1896 


84,916 


218.917,716.00 


1897 


87,979 


225,417,065.00 


1898 


92,738 


234,496,688.00 


1899 


97,884 


246.350.788.00 


1900 


106,178 


265,266,269.00 
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The number of new policies issued in 1899 is 
18^055, being 2,643 more than in any prior year. 
These new policies include the extended insurance 
contracts and the paid-up policies issued in pur- 
suance of the stipulations contained in the policies 
that ceased during the year for non-payment of pre- 
miums. The number of ceased or lapsed policies 
revived or reissued during the year, 181; ceased by 
death or maturity, 1,683; surrendered, 2,898; 
lapsed, 2,102; not taken, 1,968; and 1,291 expired 
at the end of their limited terms. The resulting 
net increase in the number of policies in force at 
the end of the year 1899 is 8,294. 

With the increase in the amount of the assets 
there has been a necessary increase in the chief 
item of the liabilities, which is the reserve fund. 
At the beginning of 1899 this fund was |60,878,674. 
At the beginning of 1900 it is |63,960,112. The in- 
crease is 13,081,438. It is due ( 1 ) to the new insur- 
ance assumed by the Company during 1899, and 
(2) to the addition of a year to the ages of those 
whose policies were previously taken out and con- 
tinued in force. This fund is composed of that part 
of the premium in each of the policies which is 
unearned; that is to say, for which the Company 
has not given an equivalent value in insurance. 
This unearned premium is also called the policy re- 
serve, the policy value, and the self insurance. It 
is called self insurance because it forms a part of 
the sum insured by the policy, and, being held by 
the Company, is not a part of the risk which it 
carries, but is taken by the Company to pay the 
policy when it becomes a claim. Strictly speaking, 
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therefore, the total life risks carried by the Com- 
pany is not the total sum insured, but this sum less 
the reserve fund. As the policies grow older the 
self insurance becomes larger and the Company's 
risk smaller. This process, if new policies should 
now cease to be taken, would go on and the Com- 
pany's existing contracts of insurance would all be 
met according to their terms. This fund of 
{63,960,112 is computed with exactness upon two 
assumptions: First, that the insured lives will 
cease yearly in accordance with a table showing 
the death rate among males from age 10 to age 96. 
The table was made up by competent experts from 
very extended observations of insured lives in this 
country, and is called "The American Experience." 
It shows a much higher death rate than that which 
has hitherto been the rate among the insured of 
this Company, so that this factor of the reserve fund 
is believed to be unquestionably a safe one. The 
second assumption or factor of the reserve fund is 
that of four per cent, interest on the Company's in- 
vestments. This rate has been used by this Com- 
pany for reserves from its formation in 1845 until 
the beginning of 1900. In my annual reports cov- 
ering the years 1897 and 1898, reference was made 
to the question then and for some time before 
under discussion by life insurance companies of re- 
ducing the interest rate for premiums and reserves 
on future contracts of insurance from four per cent 
to three. The question has seemed to the Com- 
pany's directors and managers a fairly debatable 
one, and as such has been much discussed. The 
Company's interest receipts on investments have 
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been about five per cent, for some years in the past, 
and so far as I can judge will continue nearer to 
five per cent, than to four for many years to come. 
The concurrence by this company with others in 
the adoption of a three per cent, rate resulted from 
the view that it was on the side of abundant 
safety, and left no room for doubt or criticism on 
the part of members or others, who were of opinion 
that a rate much lower than the one now ruling 
should be anticipated on secure investments at no 
distant date. If no such reduction of rate should 
come about, and the Company's interest receipts 
should continue to be as favorable as they now are, 
the surplus distributed to future policies having 
three per cent, premiums and reserves, while less 
during the early years of their course than at the 
four per cent, rate, would become larger later on, 
and, in the long run, the total surplus so yielded 
would exceed, under the three per cent, rate, the 
total surplus under the four. This would be due 
to the larger reserve on which interest would arise. 
It is still true, however, that a fall in the rate of 
interest received by the Company must necessarily 
lessen dividends, and so increase the cost of insur- 
ance. The difference is great between the amount 
of a dollar at compound interest at three per cent 
and the amount at four per cent, for twenty years, 
and the difference in amount becomes greater 
more rapidly than the increase of time. It is this 
effect of compound interest going on in the man- 
agement of the Company's funds that appears so 
strikingly when the cash paid for premiums on a 
policy through the longest period of years is found 
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to be less than the cash paid by the CJompany to the 
holder when the policy becomes a claim. The 
same effect is seldom, if ever, found in the manage- 
ment of individuals. The new premiums for poli- 
cies issued from and after January 1, 1900, though 
computed at three per cent, interest, are not much 
different from the premiums heretofore chargefl. 
For the earlier ages they are a little higher, and 
for the older ages a little lower. The net premiums 
at three per cent, are, of course, higher for all ages 
than the net premiums at four per cent., but be- 
cause the addition to the net three per cent, pre- 
miums, of what is called the margin for expenses 
of management and for unforeseen contingencies, 
is less than the similar margin added to the net 
premiums at four per cent, the gross premiums for 
new policies are very nearly the same as the gross 
premiums heretofore charged, as the following 
table will show. The table shows the net pre- 
mium for an ordinary life policy for f 1,000, at age 
21, to be at three per cent. |14.72, at four per cent, 
f 12.95. With a margin of twenty-five per cent, the 
former becomes f 18.40; with the margin hereto- 
fore used of thirty-eight per cent, the latter is 
117.87. For new policies of all kinds, besides the 
ordinary life ones, the marginal additions are less 
than heretofore. 

ORDINARY LIFE POLICIBS FOR $1,000. 





Age 21 


Age 40. 


Age 60. 


Net Premmm d% . . . . 
Net Premium 43< . . . . 
Gross Premium d% . . . 
Gross Premium 4% . . , 


$14.73 
12.95 
18.40 
17.87 


124.75 
22.85 
80.94 
80.84 


$58.27 
55.45 
72.88 
76.52 
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The statement shows, as heretofore, two differ- 
ent sums for the excess of the (Company's assets 
over its liabilities; that is to say, its surplus. The 
cause of this difference appears in the statement, 
to wit: that the market value exceeds the par 
value. The Company takes the latter for the rea- 
son often stated in my reports, that the market 
value of a part of its assets — such as government, 
railroad, and municipal bonds — ^is variable, and 
also that such investments having been advisedly 
made, are expected to be permanently held, and, if 
held till maturity, as many of them may be, the par 
value only will be received. In this view the pre- 
miums paid in a year for the purchase of such secu- 
rities appear in the statement as expenditures, and 
to that extent reduce the surplus, which is shown 
this year to be ^4,579,010.54 : more than the par 
surplus of last year by $61,446.74. The surplus by 
market values is f 5,625,693.22 : more than the cor- 
responding surplus of last year by 1231,503.51. 
From the smaller surplus dividends will be paid to 
participating policies at their anniversaries dur- 
ing 1900. Where such policies axe to be continued 
in force by the payment of renewal premiums the 
dividends have been declared by the directors, and 
previously ordered by them to be computed with 
reference thereto, and are conditioned on the pre- 
mium payment The dividends to the new issues of 
1899 will be about 17 per cent, of the yearly pre- 
mium on ordinarylife policies, and increasing with 
the age of such policies to about 65 per cent, of the 
premiums on policies of the oldest class issued in 
1845. 
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The Company's mortality experience — ^that is, 
the record of deaths among the insured compared 
with those to be expected according to the mor- 
tality table, always an interesting and instructive 
topic — ^is not less so for 1899 than that of previous 
years. The number of deaths was 1,153. In 1898 
the number was 1,065. The amount paid for 
deaths in 1899 was |4,074,721.32. In 1898 the 
amount was $3,494,444.75. The increase in 1899 
was 1580,276.57. The death losses are about 83 
(estimated) per cent, of those expected from the 
table. How they were during each month of 
1899 compared with those in the same month dur- 
ing 1898 is shown in the following customary form. 
The examination of it will repay attention. 

January, 1898.... 127 policies on 107 lives, insuring $388,051.00 



ti 


1899.... 166 


(( 


134 


tt 




507,288.00 


Feb. 


1898.... 109 


n 


89 


it 




273,342.00 


it 


1899.... 134 


*' 


103 


ti 




334,731.00 


March, 


1898.... 131 


<t 


109 


•* 




381,495.66 


tt 


1899.... 143 


*' 


112 


tt 




450,957.00 


April, 


1898.... 107 


•* 


88 


it 




306,916.00 




1899.... 102 


ti 


93 


tt 




312,215.00 


May, 


1898.... 85 


ti 


76 


" 




241,604.00 


it 


1899.... 139 


ti 


118 


" 




374,423.32 


June, 


1898.... 102 


" 


84 


(( 




258.010.00 


<t 


1899.... 102 


it 


87 


tt 




261,384.00 


July, 


1898.... 92 
1899.... 99 


ti 


73 

86 


tt 
it 




263,098.00 
311,419.00 


Au^st, 


1898.... 96 


" 


84 


tt 




245,631.00 


u 


1899.... 74 


*' 


62 


tt 




227,892.00 


Sejpt 


1898.... Ill 


tt 


92 


" 




296,908.00 


1899.... Ill 


** 


92 


(( 




322,592.00 


Oct. 


1898.... 99 


tt 


86 


tt 




276,596.00 


({ 


1899.... 105 


tt 


90 


It 




340,596.00 


Nov. 


1898.... 96 


** 


81 


tt 




225,645.33 


(( 


1899.... 97 


tt 


84 


** 




276,682.00 


Dec. 


1898.... 116 


'* 


96 


tt 




337,147.76 


ti 


1899.... 117 


tt 


92 


tt 




354,642.00 


^ No. of Deaths 


No. of Policies 




Amount Insured 


1898 


1,065 


1898.. 


....1,271 


$3,494,444.75 


1899 


1,153 


180J^. . 


....1,389 


4,074,721.32 



Increase in 1899 $ 680,276.57 
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Of the 1,153 persons whose deaths were reported 
as above during 1899 the oldest died at the age of 
93; nineteen between the ages of 85 and 90; seventy 
between the ages of 80 and 85; ninety-six between 
the ages of 75 and 80; one hundred and forty-sim be- 
tween 70 and 75; one hundred and twenty-three be- 
tween 65 and 70; one hundred and sixty-three be- 
tween 60 and 65; and five hundred and thirty-five 
under 60. Frederick C. Swain, the insured who 
died at age 93, was born in Nantucket, Mass., and 
was a pilot on the Mississippi River. Three of the 
insured were each 89. 

The record of deaths among those insured in the 
Company's first year, 1845, has been referred to in 
my annual reports since 1887 as illustrative of the 
Company's favorable mortality experience in the 
older ages compared with the tabular predicted. 
At the beginning of 1888 there were living of this 
class 43 whose average age was then 74.5. Dur- 
ing the year five died. Of the 38 survivors, 2 died 
and one surrendered his policy during 1889. Of 
the 35 survivors, 1 died and one surrendered his 
policy during 1890. Of the 33 survivors, 2 died 
during 1891. Of the 31 survivors, 2 died during 
1892. Of the 29 survivors, 6 died during 1893. Of 
the 23 survivors, 2 died and two surrendered their 
policies during 1894. Of the 19 survivors, 3 died 
during 1895. Of the 16 survivors, 2 died and one 
surrendered his policy during 1896. Of the 13 
survivors, 1 died during 1897. Of the 12 survivors, 
1 died and one surrendered his policy and received 
the amount insured at the age of 96. Of the 10 
survivors, 2 died, one aged 83 and the other aged 
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87, during 1899, leaving 8 survivors at the begin- 
ning of 1900, whose average age is now 85. 

The oldest living among our members is Carlos 
P. Scovil, of Lewis County, N. Y. He was bom 
February 26, 1804; was insured for f 2,000, Sep- 
tember 3, 1864, at the age of 61. He is a lawyer, 
has held judicial office, is in good health, and has 
been notified by the Company that the policy will 
be payable on the 26th of February next, when he 
will have reached the tabular end of his life. He 
will be the fourth of the Company's insured known 
to have lived beyond that limit, the three prieceding 
ones being Charles Barrett of Massachusetts; Ben- 
jamin C. Miller, in his 98th year; and Caleb Bald- 
win, in his 101st year, both of Newark, N. J., the 
last two to be seen walking daily in our streets 
with steps indicative of years yet to come. 

The foregoing statistics of longevity may be 
noted in passing as more pleasantly suggestive to 
Americans approaching elderly years than the ob- 
servations of our famous countryman, Mr. Haw- 
thorne, while Consul in Liverpool. Of a visit to 
Stratford-on-Avon he writes: "Here, too (as so 
often impressed me in English towns), there ap- 
peared to be a greater abundance of aged people 
wearing small clothes and leaning on sticks than 
you could assemble on our side of the water by 
sounding a trumpet and proclaiming a reward for 
the most venerable. I tried to account for this 
phenomenon by several theories, as, for example, 
that our new towns are unwholesome for age, and 
kill it off unreasonably; or that our old men have a 
subtile sense of fitness, and die of their own accord 
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rather than live in an unseemly contrast with 
youth and novelty; but the secret may be, after all, 
that hair dyes, false teeth, modern arts of dress, 
and contrivances of a skin-deep youthfulness have 
not crept into these antiquated English towns, and 
so people grow old without the weary necessity of 
seeming younger than they are/' 

Referring again to the policy on the life of Mr. 
Scovil, it exemplifies what I have before pointed 
out as to the accumulating power of compound in- 
terest. The premium table, called Table A, under 
which the policy was issued in 1864, was soon 
after discontinued. By it the ten-premiums fea- 
ture, which is still continued when desired, en- 
titled the policy to ten corresponding annual divi- 
dends. These being deducted from the premiums, 
the policy for |2,000, though issued at the high age 
of 61, has had a net cost to the holder of but 
?1,244.27. 

An interesting and important aspect of the 
year's mortality is the number of deaths that have 
occurred during 1899 among those who were in- 
sured in that year. As in previous years, the num- 
ber has been small relatively to the tabular rate. 
The insured being selected lives after medical ex- 
aminations, fewer deaths among them would prop- 
erly be expected. Where deaths do occur soon 
they illustrate the proverbial uncertainty of life 
and the beneficial nature of insurance. This is 
seen in the experience of 1899. Twenty-three of 
the newly insured died from fevers and other mal- 
adies mostly in the late summer and fall. One 
was accidentally killed less than three months 
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after being insured; one, in excellent health when 
examined, died from peritonitis ten days there- 
after, brought on by a cold. He had paid the 
premium on his policy in advance and died be- 
fore receiving it, but his application having been 
previously approved, the {1,000 insured by the 
policy was paid to his widow. He was a farmer, 
aged 28 years. The aggregate of the sums insured 
in the twenty-three cases was |41,000. 

Two of the insured who died during the year 
were the Hon. John L. Blake and the Hon. Francis 
K. Howell. Both had been officially connected 
with the company for many years. Mr. Blake was 
elected a director in 1882, and so continued till 
1896, when ill health constrained him to resign. 
He was the representative of this district in Con- 
gress for two successive terms. Wherever known 
he was in the highest degree esteemed. 

Mr. Howell, the Company's associate counsel, at 
his death had for many years previously been its 
attorney: in both capacities an able and efficient 
officer. Both he and Mr. Blake had been members 
of the New Jersey Legislature. Both were of the 
highest repute for personal character and useful- 
ness as citizens. The death of each was sincerely 
lamented. 

The completion during the year of the addition 
to the Company's office building, begun in 1898, 
has furnished much needed and very ample ac- 
commodations supplementary to the various office 
departments of the Company's service. Four 
large, well-lighted floors, with vaults for records 
and books, elevators, and suitable arrangements 
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for facilitating the work and promoting the com- 
fort of those engaged in it, have relieved the 
crowded rooms of the principal building, which, 
under the Company's increasing business, have 
been found for some time past inadequate to its 
needs. The new building, extending as a wing 
from the older one to Commerce street, is 120 feet 
in length and 30 feet wide, built in the best man- 
ner for security against fire, and, together with the 
principal office, is expected to meet satisfactorily 
the Company's needs for a long time to come. 

Another important item marking the year, to 
which I have alluded above, is the adoption of three 
per cent, instead of four, in computing for insur- 
ance contracts from January 1, 1900, their pre- 
mium rates, and reserves. This change, adopted by 
the directors after much consideration, greatly in- 
creased the labors of the mathematical depart- 
ment, which has for the past eighteen years been 
most ably and scientifically conducted by Mr. 
Bloomfield J. Miller as Mathematician, who, 
previously from 1870 to 1882, had been the 
Company's Actuary, and, as such, had become 
acquainted generally with the Company's af- 
fairs. As one of the Board of Directors 
since January, 1894, he has served with recog- 
nized usefulness in that connection, advising 
the change of interest rate, and making during the 
year, with unusual labor and care, the prepara- 
tions of the new tables and .explanatory circulars 
rendered necessary by the change. With the new 
premium tables revised forms of policies have been 
adopted, which are fully explained in circulars to 
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the Company's agents^ and, through them, to the 
insuring public. To those desiring insurance, the 
Company's contracts, it is believed, will be found 
when examined to be studiously adapted to give it 
in its most beneficial and diversified forms. 
Respectfully submitted, 

Amzi Dodd, President 
Newark, January 24, 1900. 
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The Mutual Benefit Life 
Insurance Company, 

Office, r62 Broad St., Newarl^. N. J. 



ORaAMIZKO 184a. 



CHARTER PERPETUAL. 



ANIZI DODD, PRESIDENT. 

JAMES B. PEARSON, Vice-President. 
EDWARD L#. DOBBINS, - Secretary and Treasurer 
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J. WM. JOHNSON, ... - Ass'T Secretary 
SAMUEL W. BALDWIN, - - - Ass'T Treasurer 

Nfedloeil Soar<l. 
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STATEMENT, JANUARY 1, 1901. 



RECEIPTS IN 1900. 

Reodyed for Premiums. $10,41 1,363 1 1 

Reodred for Interest and R^nts. 3,462,909 69 

$13,974,171 80 

Balance January Ist* 1900 67,494,696 41 

Total $81*368,868 21 



EXPENDITURES IN 1900. 

CUdms by Death $4,140,283 04 

E^doirmenta and Annuities. ,937,080 68 

Surrendered Policies. 1,213,866 77 

DiTidends or Retnm Premiums 1,720,341 31 

(Paid Policy Holders, $8,01 1,241 80.) 

Taxes and Internal Revenue Stamps 410,389 64 

Bxpenaes, including Agents Commissions, Advertising, 

Salaries, etc 1,697,210 86 

Proflt and Loss Account, including Premiums on Bonds 

Purchased, and fas^O charged off from Real Estate to 

cover possible depredation 293,993 39 

$10,412,808 39 

Balance January Ist, 1901 70,956*062 82 

Total $81,368,868 21 
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ASSETS JANUARY 1st 1901. 

Cmsh on Hand and in Banks. $ 934.770 30 

Loans on CoUateral, U. S. Bonds and other Securities 8,312,430 00 

United SUtes and other Bonds, par 14.881.027 93 

First Bands and Hort^aces on Real Estate. 36,048,879 34 

RealBsUte 3.086,171 22 

Loans on PoUdesfai Faroe 10,683,423 89 

Agents* Balances and Cash Obligations. 9,340 14 

$70,956,062 82 
2,001,959 39 



Intoest due and accrued $1,180,850 56 

Net deferred and unreported Premiums on 

Policies in foroe...^ 821,108 83 



Total $72,958t022 21 



LIABILITIES. 

R eaer ? » Pnnd,4per cent. $67,178,260 00 

^wdal Resenre on Policies issued since 

1899 on 3 per cent, basis. 97,764 00 

Policy Claims in process of adjustment.... 210,403 25 

Deferred Endowment Claims 41,681 34 

Deferred Death Claims. 7,105 00 

Present value of 105,850, hereafter payable 

on Matured Instalment Bonds 70,471 21 

Alkmancefor Unpresented and Contin;;ent 

Claims. 250,000 00 

Diridends due and unpaid 294,829 33 

Premiums paid in adyanoe. 35,589 21 

68,186,103 34 

Surplus $4»771,918 87 



Surplus by Lesal Standard off N. J.» N. Y., 

etct basod on llarket Value off Assets.. . . $6,125,364 91 

Policies Issued and Revived in 1900 . . . 16,386 

Insuring $35,803,521 

Policies in Force January 1st, 1901 . . . 112,569 

Insuring $278,171,436 
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1845. 1901. 



Pnminm Receipts to Jaioiiy 1, 1901, $815,271,971 96 

Of this sum there has already been 
returned to Policy Holders : 

For Policy Claims 46.2 per cent, $99,381 ,402 82 

For Surrendered Policies 12.8 " 27,598,858 24 

For Dividends 25.8 " 55,528,928 99 

Total 84.8 per cent, $182,509,190 05 

Leaving still in Company's possession, $52,762,781 90 

The Company's investments have 
yielded sufficient returns to pay all 
Expenses and Taxes, and still to add 
to the Policy Holders' Fund for the 
fulfillment of existing contracts 41,548,686 35 

Total Assets, Jaa. 1, 1901, Market Valoes, $74,311,468 25 
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REPORT. 



THE general condition of the Company's busi- 
ness at the beginning of 1901 is summarily 
shown in its fifty-sixth annual statement submitted 
herewith. 

How it compares in three of its features with the 
Company's condition at the beginning of each of the 
twenty years from 1882 to 1901, inclusive, appears 
from the following table : 





No. of PoUdes 


Amount Insnred 


ABsetB 


1882 


46.652 


$127,4U,677.00 


$34,072,099.23 


1883 


47,837 


129.619,105.00 


35.005,348.86 


1884 


49.178 


133,298.768.00 


36.531.242.94 


1885 


50,361 


135.843,543.00 


37,762,421.65 


1886 


51,846 


139,416.807.00 


38,846.251.20 


1887 


53,633 


143.186.656.00 


89,987.689.15 


1888 


55.362 


147.189.403,00 


41,379.228.33 


1889 


57,954 


153.498,623.00 


42.896,067.79 


1890 


61.327 


162,617,014.00 


44,629.228 59 


1891 


65.154 


172,840,944.00 


46,654.892.57 


1892 


69,350 


183,171,333.00 


48,576.383.05 


1893 


74 346 


195,698.088.00 


61.009.881.09 


1894 


77.493 


202.276.750.00 


53,018.650.00 


1895 


80,744 


209.369.528.00 


55.283,003.30 


1896 


84.916 


218.917.716.00 


57,795,261.57 


1897 


87.979 


225,417.065.00 


60.816,080.35 


1898 


92.738 


234,496 688.00 


68,024,972.21 


1899 


97.884 


246,350 788.00 


66.219,976.49 


1900 


106 178 


265.266.269.00 


69.419,717.78 


1901 


112.569 


278,171,436.00 


72.958,022.21 



The above figures show a continuous and health- 
ful growth in the Company' s business. Tie number 
of the policies has increased during the tabular 
period from 46,652 to 112,669, or by about 141 per 
cent.; the amount insured from $127,411,677 to $278,- 
171,436, or by about 118 per cent; the amount of 
assets from $34,072,099.28 to $72,968,022.21, or by 
about IH per cent. 
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The number of new i>olicie8 issued in 1900 is 
16,178. These new i>olicies include the extended 
insurance contracts and the i)aid-up i>olicie8 issued 
in pursuance of the stipulations contained in the 
policies that ceased during the year for non-pajrment 
of premiums. The number of ceased or lapsed 
I>olicies' revived or reissued during the year was 
208; ceased by death or maturity, 1,822; surrendered, 
2,962; lapsed, 2,087; not taken, 1,947; and 1,177 ex- 
pired at the end of their limited terms. The result- 
ing net increase in the number of policies in force 
at the end of the year 1900 is 6,391. 

The Company's statement presents, first, the reve- 
nue account showing the receipts and disbursements 
during 1900, and second, the balance sheet showing 
the assets on one side and the liabilities on the other 
as of January 1st, 1901. Following the two parts of 
the statement are given the number of policies in 
force, viz., 112,669, and the amount insured by them, 
viz., $278, 171,436. One not familiar with the subject, 
observing these figures and not finding them ex- 
pressly or apparently accounted for in the balance 
sheet, might ask how the balance included them; how, 
in other words, it appeared that the Company could 
pay the policies as they matured and still have a 
surplus, at the par value of its assets, of $4,771,918.87 
and at their existing market value a surplus of 
$6,126,364.91. To such an inquirer the statement 
would, perhaps, be more explanatory of itself if the 
present value of the net premiums expected to be 
paid in the future on the policies were set down 
in the assets and the present value of the sums in- 
sured by the policies to be paid by the Company in 
the future were set down in the liabilities. Virtu- 
ally this is done. If explicitly done the resulting 
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balance would be the same because the difFerence 
between these two present values is the Reserve Fwnd 
which appears on the debit side of the statement, 
thereby exhibiting in smaller figures and shorter 
form the Company' s financial condition. The future 
premiums receivable, thus, in effect, included in the 
assets, are the net and not the gross or loaded ones; 
a circumstance of much importance to be noted. 
The margins or loadings are additions to the net 
premiums to provide for future expenses and i>ossi- 
ble unforeseen exigencies in the management of the 
business. The net premiums are computed with ex- 
clusive reference to expected mortality and rates of 
interest. In order to make them abundantly suffi- 
cient the mortality table on which the premiums are 
computed was carefully constructed to show deaths 
at a yearly rate rather higher than was expected to 
occur, and long experience among American com- 
panies has accorded with this expectation. During 
the fifty-five years of this Company's experience its 
mortality rate has averaged 87 per cent, of the Ameri- 
can Experience Table of Mortality on which the 
Company's premiums are based ; or 81 per cent of 
the English table, called the Actuaries'. The rate of 
interest assumed in computing the net premiums is 
also less favorable than will probably be obtained so 
that the abundant sufficiency of the net premiums for 
their purpose is apparent The margin added to 
form the gross premium varies somewhat with the 
character of the x>olicy and the time it has to run. 

An ordinary annual life x)olicy, for example, issued 
at age 26 for $1,000, under our new table rates com- 
puted at 8 per cent interest, has a net annual 
premium of $16.11, to which is added a margin of 25 
per cent, or $4.03, making a gross premium of 
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$20,14. After 20 years, or at age 46, the Company's 
obligations or liability on account of policy would 
be the then present value of $1,000 jmyable at death, 
viz., $604.68, which would be put to the Company's 
debit. On the other side would be put to its credit the 
then present value of the future net premiums of 
$16.11 each, namely, the sum of $274.08, which, being 
deducted from the above debit, there is left the true 
policy value or reserve, viz., $280.60. By assuming 4 
per cent, for interest instead of 3, the net i>olicy 
value is $196.87. If the gross future premiums 
should be considered assets there would be put to 
the Company's credit their then present value at 8 
per cent., the sum of $342.66, which would lessen the 
reserve and increase the surplus by $68.48. If the 
amount insured were $1,000,000 instead of $1,000, 
the Company's surplus would be increased by the 
sum of $68,480; but because the loadings are for 
future yearly expenses and possible contingencies, 
they should be retained yearly for their purpose, 
and if gross premiums are valued for assets, the 
loadings should be valued for liabilities, and the 
correct balance giving the correct surplus would 
be the result. 

The mode of valuing loadings as assets, in obtain- 
ing the balance, was much used in the early years of 
life insurance by English companies, giving them a 
period of apparent prosperity at the outset, but end- 
ing often in consequent disastrous failures. In 1869 
the International Life Assurance Society, of London, 
seeking to get license from the Massachusetts Insur- 
ance Department to do business in the State, was 
refused because the gross premiums were valued in 
its assets, and without them the assets were in- 
sufficient to meet its liabilities. Mr. Eliznr Wright, 
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a great name in Life Inenrance, had been the or. 
ganizer of that department in 1866. It was the lirst 
of snch organizations and he was its principal com- 
missioner. The controversy with the English com- 
'psinj saccessfally carried on by him against eminent 
English mathematicians sapi>orted by a distin- 
guished mathematical Professor of Harvard on 
behalf of the International, settled the tme doctrine 
and practice in this country of net policy valua- 
tions which all Insurance Departments organized 
since then in so many of the United States have 
adopted. Mr. Wright was a remarkable man : in 
early life a mathematical professor, afterwards 
editor, and through life an able contributor to the 
press in the discussion of great public and political 
questions. When life insurance in this country was 
in its incipient growth he took up the study of it 
and thereafter, from 1866 till his death in 1886, 
either as Commissioner or Consulting Actuary did 
a work for good in his sphere that justly entitles 
him to lasting and grateful remembrance. 

The statement shows, as I have said, two different 
sums for the excess of the Company's assets over its 
liabilities, that is to say its surplus^ because the 
market values exceed the par value of the assets 
by the sum of $1,363,446.04. The surplus by par 
values is $4,771,918.87, more than the par surplus of 
last year by $192,908.38. The surplus by market 
values is $6,126,364.91, more than the corresponding 
surplus of last year by $499,671.69. From the 
smaller surplus dividends will be paid to participat- 
ing policies at their anniversaries during 1901, in 
conformity with the usual practice of the Company. 

The Company's mortality experience during 1900 
was favorable. The number of deaths was 1,179. In 
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1890 it was 1,168. The amount of death claims in 
1900 was $4,218,316.28: in 1899 the amount was 
$4,074,721.82. The increase in 1900 was $138,494.96. 
The death losses during the year are about 81 Ji per 
cent, of those expected by the American experience 
table, or 76.6 per cent, of the expectation by the 
Actuaries' table. How they were during each month 
of 1900 compared with those in the same month 
during 1899 is shown in the following customary 
form. The examination of it will repay attention as 
showing the remarkable uniformity from year to 
year. 



January, 1899. . . 

• * 1900 

February, 1899..., 
1906... 
March, 



April, 
<« 

May, 
it 

June, 
•( 

July, 



1899.. 

1900... 

1899... 

1900... 

1899... 

1900. . 

1899... 

1900... 

1899... 

1900 .. 
August, 1899... 

1900... 
Sept., 1899... 

1900... 
October, 1899... 

1900... 
Nov., 1899... 

1900... 
Deo., 1899... 

1900... 

No. of Deaths 

1899 1163 

1900 1,179 



166 policies on 134 lives, insuring* $507,288.00 

165 •• 123 " " 502,797.00 

134 " 103 " " 334,731.00 

117 •• 96 " " 359,130.67 

143 «' 112 " " 450,957.00 
132 " 112 " " 356,912.29 
102 " 93 " " 312.215.00 

144 " 109 " " 449,250.00 
139 •• 118 " " 374,423.32 

106 " 95 «• " 326.236.00 
102 « 87 «• " 261,384.00 

107 '• 92 «« •* 321.278.00 
99 •• 86 " " 311,419.00 

107 •♦ 89 «« «» 294.347.00 

74 '• 62 " " 227.892.00 

118 '• 94 " " 337,760.00 

111 " 92 " «' 322.592.00 

122 •« 101 " " 311.554.66 
105 «« 90 *' " 340,596.00 
104 " 81 " " 265.591.00 

97 " 84 " " 276,682.00 

112 " 93 «• " 359,103.66 
117 " 92 " " 354,542.00 

123 ** 94 *< «« 329,256.00 



No. of Polldee 

1899 1,389 

1900 1,457 



▲moont Inanred 
1899.... $4,074,721.32 
1900.... 4,213.216.28 



Increase in 1900 $ 138,494.96 



Of the 1,179 i>er8ons whose deaths were rei)orted 
as above during 1900, the oldest died at the age of 94; 
seven between the ages of 90 and 96; thirty-five be- 
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tween tlie ages of 86 and 90; seyenty-fonr between 
the ages of 80 and 86; ninety-tliree between the ages 
of 76 and 80; one hundred and forty-three between 
the ages of 70 and 76; one hundred and fifty-six be- 
tween the ages of 66 and 70, and one hundred and 
twenty-seven between the ages of 60 and 66, and five 
hundred and forty -four under 60. 

George Thayer, who died at the a^e of 94, was in- 
sured April 17, 1867, for $2,600. 

Among those insured in the Company's first yepx 
1846, four of the eight living at the beginning of 1900 
died during the year, leaving four now surviving, of 
whom the oldest will be 93 in the ooming March. 
Of the three others, two are 86 years old and one 87. 
These cases illustrate the Company's favorable mor- 
tality experience in the older ages. 

The course of the policy No. 411 for $2,000, on 
the life of Jabez C. ELnight, who was insured in 1846 
and died in 1900, is worthy of notice as showing the 
amount paid to him at death compared with the 
cash paid by him during his long life for premiums. 
The total premiums were $2,696, dividends received 
by him were $1,474.26 : so that the amount of his 
actual pajrments was $1,121.74. The amount paid 
by the Company at his death for the sum insured 
and a post-mortem dividend was $2,026.42; this 
result being due to the accretions at compound in- 
terest on his premiums so partially paid. 

Of those insured during 1900 twenty-one died 
during the year: eighteen from fevers and other 
maladies of which the causes were not discoverable 
when the policies Vere issued, two from accidents 
and one from drowning. The latter was the case of 
Claude H. Potter, who, with two others insured in 
previous years, perished in the (Galveston flood on 



Digitized by 



Google 



13 

the 8tli of September. Mr. Potter was insured for 
$2,600 on the 29th of the previous June, 2i months 
before death. Wm. E. Dailey was insured for $2,000 
in 1899, and Edwin F. Jalonic for $6,000 in 1894. 
Mr. Jalonic, his wife and four children were living 
for the summer in a cottage near the shore, outside 
of the city. The house and all traces of it were 
swept away, with himself, his wife and two of their 
children, leaving two surviving, who had, the day 
before, gone to a relative's house in the city. 

The great differences between the courses and 
results of the policies on the lives of th^ 1,179 who 
died during the year serve to exemplify the prin- 
ciples on which the policy contracts are based. The 
mathematical principles are those of the theory of 
chances or probabilities, developed with scientific 
completeness by the mathematicians of Newton' s and 
succeeding times. The elementary notions on which 
this theory is formed are the same in their applica- 
tion to the happenings of death among insured lives 
and the happenings involved in lotteries, betting and 
similar methods of gambling. If out of 1,000 living 
at any age from 20 to 96 a certain number, say 60, 
have been found by observation of human lives to 
die in the ensuing year, the chance or probability of 
any individual of the 1,000 dying is said to be as 1 
to 20, represented by the fraction -^ or usually by 
the decimal .06, certainty being unity. This deci- 
mal very closely gives the mathematical probability 
of death in the ensuing year to an insured life 
taken at the advanced age of 68. At age 26 the 
decimal probability is .008. By combining the deci- 
mal probabilities at each successive age with the 
present value of one dollar payable at every succes- 
sive age to 96, which is the limit of the table, and 
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summing all the yearly results, the single premium 
at any age for the insurance of one dollar payable at 
death is obtained. For age 36 the 8 per cent net single 
premium thus computed is 86 cents ; for age 68 it is 76 
cents. This mathematical way of dealing with the 
matter is identical with that used in computing the 
chances in the throwing of a die and the drawing of 
lotteries. In such modes of gambling, so alluring to 
human nature, the results are entirely of chance in 
the sense that no cause is known why it should hap- 
pen one way or another. Strictly speaking, nothing 
happens by chance but everything by a universal 
law of causation. If all the elements of distance 
and force and weight contained in the throw of a die 
were known it could be calculated with certainty 
which side would turn up on the fall. The continu- 
ance of an individual human life, while proverbi- 
ally uncertain, is not so in the sense that all the 
causes affecting it are unknown. To a large extent 
they are knowable or known, and hence in respect 
of its probable continuance as in resi)ect of its hap- 
piness, its successes and failures an individnfal life 
may be considered, si)eaking generally, an affair of 
mixed wisdom and chance. Tables of mortality are 
made up and insurances are granted on these views. 
The accepted and declined risks are examples of this 
way of distinguishing between the mathematical 
probability and that probability on which the guid- 
ance of life is said to depend. Mortality tables are 
the approximate record of knowledge derived from 
observing the usual order of nature. It is with ref- 
erence to happenings that cannot be foreseen, or with 
reasonable care avoided, that life insurance becomes 
so beneficent. Its function is a protecting and sani- 
tary power against the carking cares and the wasting 
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anxieties so often the poison of life. It goes to 
mitigate, so far as pecuniary compensations can, the 
evils of death from unexpected untimely causes, 
illustrated in the Company's yearly experience, from 
the lurking surprises that wait ui>on life, from acci- 
dents of every form, from fire and flood, from the 
pestilence that walketh in darkness and the destruc- 
tion that wasteth at noonday. It is this beneficent 
porpose, this equalizing mutual principle that ren- 
ders the policy contract not only unlike but directly 
the reverse of gambling, to which in some of its 
mathematical processes it has a partial resemblance. 
Mr. Wright has been censured for calling these 
processes betting, but he was careful to point out 
that it was betting made useful. Policy holders 
must have for the legitimate conduct of life insur- 
ance an insurable interest in the life insured. This 
is a pecuniary interest of which the kind and extent 
are not easily defined. As a general mle, one is 
held to have an insurable interest in his own life— 
obviously so when a family, or relative, or a creditor 
is more or less dependent on or to be pecuniarily 
injured by his death. As this interest lessens in 
kind or degree, the policy recedes from its justifia- 
ble purposes, and when held by one on the life of 
another without an insurable interest where death 
would be advantageous to or desired by the holder, 
the contract is immoral and illegal. Policies of this 
description became in the eighteenth century so 
much in vogue in England that Parliament in 
1774 passed a statute forbidding them, and enacting 
that in all cases where the policy holder had an 
interest in the life insured, no greater sum should 
be recovered from the insurers than that actually 
due. This statute was notably enforced in an action 
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brought in 1807 to recover the Bum insnred by a 
policy for £600 on the life of Prime Minister Wil- 
liam Pitt, then lately deceased, who a few years 
before had become indebted to the plaintiffs by the 
pnrchase of a coach. After his death his executors, 
ont of the £40, 000 voted to them by Parliament for the 
I)ayment of the great statesman's debts, ^discharged 
the debt due the plaintiffs, who nevertheless brought 
suit to recover on the policy. The court decisively 
settled the legal doctrine that the policy, being 
only a security for the debt, when the debt was paid 
ceased to be in force. The defense in that case was 
made by the Company. In this country, where con- 
testing claims are made for the sum insured on 
policies so held by assignments or otherwise, pay- 
ment is generally made by the Company into court, 
or a bill of interpleader is filed to have the money 
judicially disi>osed of. Policies are issued only to 
those appearing in the application to have an in- 
surable interest If this were not done it is obvious 
that the most pernicious evils of gambling would 
ensue, verifying the ai>othegm that things in their 
nature the best are in their abuse the worst. 

The Company's x>olicies since the beginning of 
1900, when the three per cent, rate of interest was 
adopted for computations, have higher premiums 
and reserves than would have been the case with a 
rate of four per cent., but it is important to be 
observed that the change, while making a decrease 
in dividends in the early policy years, may, and 
probably will not, in the long run, be disadvantageous 
to the i>olicy holders, for under a continuance of 
existing business conditions the net cost of policies 
(premium^ less current dividend) will be less in the 
later policy years than if the Company's computa- 
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tions had continned to be made on a four per cent, 
interest basis, so that in the long ran the change in 
the interest basis will have the effect of reducing the 
average cash cost of the i)olic7 to the insured. 
Policy holders who cease to pay premiums will be 
entitled to much larger cash surrender values than 
under the i>olicies issued by the Company prior to 
1900 on a four per cent interest basis. 

The varied features and special provisions of the 
policy contracts now issued by the Company are 
fully set forth, and explained in the circulars pre- 
pared by the Mathematician, Mr. Miller, to whose 
work in this behalf as well as others, I referred in 
my last annual report, and of which I renew the ex- 
pression of my appreciation in this. The variety 
and adaptability of these contracts to all the needs 
of those desiring insurance, and to all the vicissitudes 
of life, will upon examination, it is confidently 
believed, be found to be unsurpassed. The Com- 
pany's financial condition enables it to furnish 
insurance in each of such diversified forms with the 
utmost attainable security, and at the minimum cost 
to the insured. While the continuance of the 
healthful and steady growth during the past 
nineteen years, apparent in the tabular statement 
hereinbefore given, is not at all needed for the most 
advantageous results for the existing policies, it is 
still incumbent on the managers to use their best 
methods and endeavors to promote the beneficent 
work committed to their trust. 

Bespectfnlly submitted, 

Akzi Dodd, President. 

Newark, January SI, 1901. 
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